Introduction

Morethan 48 million privatewageand salary workersare currently covered by employer-
provided pension plansin the United States. For many of these Americans, pension
savingsrepresent oneof their most significant assets. For thisreason, whether and how to
divide a participant’sinterest in apension plan are often important considerationsin
separation, divorce, and other domestic relationsproceedings. Whilethedivision of marita
property generdly isgoverned by state domestic relationslaw, any assgnmentsof pension
interests must a so comply with Federal law, namely the Employee Retirement Income
Security Act of 1974 (ERISA) and theInternal Revenue Code of 1986 (the Code). Under
ERISA and the Code, pensioninterestsmay be assigned only if thejudgment, decree, or
order creating or recognizing aspouse’s, former spouse’s, child's, or other dependent’s
interestinanindividual’spenson benefitscongtitutesa® qudified domestic rel ationsorder”
or“QDRO.”

Thisbooklet was prepared by the Employee Benefits Security Administration (EBSA) of
theU.S. Department of Labor to provide general guidance about QDROS! to employers,
pension plan administrators, participants, beneficiaries, employee benefit professionals,
and domestic relations specialists. Theviewsexpressed in thisbooklet represent the
viewsof the Department of L abor.

Chapter 1 providesagenera overview of the QDRO provisionsand thebasic rules
governing the content of QDROs.

Chapter 2 focuseson the duties of pension plan administratorsin making QDRO
determinations and in administering pension plansfor which related QDROs have been
issued.

The Department of Labor hasjurisdiction to interpret the QDRO provisions set forth in section 206(d)(3) of
ERISA and section 414(p) of the Code (except to the extent provided in section 401(n) of the Code) and the
provisionsgoverning fiduciary duties owed with respect to domestic relations ordersand QDROs. Thishbooklet
was developed in consultation with the Department of the Treasury and the Internal Revenue Service.



Chapter 3 focusesonissuesto beconsideredindraftingaQDRO. Thischapter also
discussesthe provisionsof section 205 of ERISA, which are substantially parallel tothe
provisions contained in sections 401(a)(11) and 417 of the Code to the extent these
sections apply to QDROs. The provisions of section 205 require that pension plans
providethe spousesof pension plan participantswith certain rightsto survivor benefits,
whicharerdevanttotheprovisonsgoverning QDROs. Sample QDRO languagedevel oped
by the Department of the Treasury and the Internal Revenue Service, in consultation with
the Department of Labor, isprovidedin Appendix C.

Itisthe hope of EBSA that theinformation furnished in thisbooklet will promote better
understanding of therightsand obligationsof thoseinvolvedin domesticrelationsproceedings
and those responsiblefor administering pension plans.? A better understanding of these
provisions of law should reduce the costs and burdens associated with QDRO
determinationsfor both pension plansand theaffected individuals.

The Department recogni zesthat this booklet does not answer every question that may
ariseinthedevelopment and administration of QDROs. Inthisregard, the Department is
willing to consider addressing specificissuesthroughitsadvisory opinion process (but see
Question 1-14 regarding advisory opinion requestson whether adomestic relationsorder
isaQDRO). TheERISA Advisory Opinion Procedure governing thisprocessisset forth
inAppendix B of thisbooklet.

2As used in this booklet, the term “pension plan” refers to that term as defined in section 3(2) of ERISA and
means generally any plan established or maintained by an employer or an employee organization (or both) that
providesretirement income to employeesor resultsin the deferral of income by employeesfor periods extending
to the termination of covered employment or beyond.



Chapter 1

Qualified Domestic Relations Orders:
An Overview

Thischapter includesagenerd overview of the provisionsof Federal law governing the
assignment of pension benefitsin adomestic rel ations proceeding and the requirements
that apply in determining whether adomestic relationsorder isaQDRO. Thefollowing
areasare addressed:

O Whocanbean*aternatepayee’?

3 What information must beincluded in adomestic relationsorder inorder for it to
be“qudified’?

0O Whodetermineswhether adomestic relationsorder isaQDRO?

In general, ERISA and the Code do not permit a participant to assign or alienate the
participant’sinterest in apension plan to another person. These* anti-assignment and
dienation” rulesareintended to ensurethat aparticipant’s pension benefitsare actualy
availableto providefinancia support during the participant’sretirement years. Alimited
exceptionto theanti-ass gnment and dienationrulesisprovided for assgnmentsof penson
benefitsthrough qualified domestic relations orders (QDROS).

Under the QDRO exception, adomesticrdationsorder may assgnsomeor dl of aparticipant’s
pens on benefitsto agoouse, former spouse, child, or other dependent to satisfy family support
or marita property obligationsif andonly if theorder isa“ qudified domesticreationsorder.”
ERISA requires that each pension plan pay benefits in accordance with the applicable
requirementsof any “ qudified domesticrelationsorder” that hasbeen submitted totheplan
adminigrator. Theplanadminidrator’ sdeterminationsonwhether adomesticrdationsorderis
aQDRO, therefore, have significant implicationsfor both the partiesto adomesticrelations
proceeding and the plan. Thefollowing questionsand answersareintended to providean
overview of theFederd requirementsadomedtic re ationsorder must satisfy to beconsdered
aQDRO.



Q 1-1:

Q 1-2:

What is a Qualified Domestic Relations Order?

A “qualified domesticrelation order” (QDRO) is.

O adomesticreationsorder

Q that createsor recognizestheexistence of an“dternate payee’s’ right
toreceive, or assgnsto an aternate payeetheright toreceive, al or a
portion of the benefits payable with respect to aparticipant under a
pensionplan, and

O tha includescertaininformation and meetscertain other requirements.
See Questions 1-5 and 1-6.

Question 1-4 explainswho may bean“ alternate payee.”

[ERISA 8§ 206(d)(3)(B)(i); IRC § 414(p)(1)(A)]

What is a “ domestic relations order” ?

To berecognized asa QDRO, an order must be a“ domestic relations
order.” A domesticrelationsorderis:

Q ajudgment, decree, or order (including the approval of aproperty
Settlement)

Q that is made pursuant to state domestic relations law (including
community property law) and

Q that relatesto the provision of child support, alimony payments, or
marital property rightsfor the benefit of aspouse, former spouse,
child, or other dependent of aparticipant.



Q 1-3:

Q 1-4:

A stateauthority, generaly acourt, must actualy issueajudgment, order,
or decreeor otherwiseformally approve aproperty settlement agreement
beforeit can bea“domestic relationsorder” under ERISA. Themere
fact that aproperty settlement isagreed to and signed by the partieswill
not, inand of itsalf, causethe agreement to beadomestic relations order.

Thereisno requirement that both partiesto amarital proceeding signor
otherwise endorse or approve an order. Itisalso not necessary that the
pension plan be brought into state court or made a party to adomestic
rel ationsproceeding for an order issuedinthat proceedingto bea“ domestic
relationsorder” or a“ quaified domesticrelationsorder.” Indeed, because
statelaw isgenerally preempted to the extent that it rel atesto pension
plans, the Department takes the position that pension plans cannot be
joined asaparty in adomestic rel ations proceeding pursuant to Statelaw.
Moreover, pension plansare neither permitted nor required to follow the
termsof domestic relationsorders purporting to assign pension benefits
unlessthey are QDROs.

[ERISA §8 206(d)(3)(B)(ii), 514(a), 514(b)(7); IRC § 414(p)(1)(B)]

Must a “ domestic relations order” be issued by a
state court?

No. A domestic relations order may beissued by any state agency or
instrumentality with the authority to issuejudgments, decrees, or orders,
or to approve property settlement agreements, pursuant to state domestic
relaionslaw (including community property law).

[ERISA §206(d)(3)(B)(ii); IRC 8414(p)(1)(B); Advisory Opinion 2001-
06A (Appendix A)]

Who can be an “ alternate payee” ?

A domesticrelationsorder can beaQDRO only if it createsor recognizes
the existence of an aternate payee'sright to receive, or assignsto an
aternate payeetheright toreceive, all or apart of aparticipant’sbenefits.



Q 1-5:

Q 1-6:

For purposes of the QDRO provisions, an alternate payee cannot be
anyone other than aspouse, former spouse, child, or other dependent of

aparticipant.

[ERISA § 206(d)(3)(K), IRC § 414(p)(8)]

What information must a domestic relations order
contain to qualify as a QDRO under ERISA?

QDROsmust containthefollowing information:

O thenameandlast known mailing address of the participant and each
aternate payee,

Q thenameof each plantowhichthe order applies,

Q thedollar amount or percentage (or the method of determining the
amount or percentage) of the benefit to be paid to the dternate payee;
and

Q thenumber of paymentsor time period to which the order applies.
[ERISA 8 206(d)(3)(C)(i)-(iv); IRC & 414(p)(2)(A)-(D)]

Are there other requirements that a domestic
relations order must meet to be a QDRO?

Yes. Therearecertain provisionsthat aQDRO must not contain:

Q Theorder must not require aplan to provide an alternate payee or
participant with any typeor form of benefit, or any option, not otherwise
provided under theplan;

Q Theorder must not requireaplanto providefor increased benefits
(determined onthebasisof actuarid value);

Q Theorder must not requireaplanto pay benefitsto an dternate payee
that arerequired to be paid to another aternate payee under another
order previoudy determined to beaQDRO; and
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O Theorder must not requireaplan to pay benefitsto an aternate payee
intheformof aqudifiedjoint and survivor annuity for thelivesof the
aternate payee and hisor her subsequent spouse.

[ERISA 88 206(d)(3)(D)(i)-(iii), 206(d)(3)(E)(i)(I11);
IRC 88 414(p)(3)(A)-(C), 414(p)(4)(A)(iii)]

May a QDRO be part of the divorce decree or
property settlement?

Yes. Thereisnothingin ERISA or the Codethat requiresthat aQDRO
(that is, the provisionsthat create or recognize an dternate payee' sinterest
inaparticipant’spend on benefits) beissued asaseparatejudgment, decree,
or order. Accordingly,aQDRO may beincluded as part of adivorce
decree or court-approved property settlement, or issued as a separate
order, without affectingits” qualified” status. Theorder must satisfy the
requirements described aboveto beaQDRO.

[See generally ERISA § 206(d)(3)(B); IRC § 414(p)(1)]

Must a domestic relations order be issued as part
of a divorce proceeding to be a QDRO?

No. A domesticrelationsorder that providesfor child support or recognizes
marital property rightsmay beaQDRO, without regard to the existence
of adivorceproceeding. Such anorder, however, must beissued pursuant
to state domestic relations|aw and create or recognize therights of an
individua whoisan“dternate payee’ (spouse, former spouse, child, or
other dependent of aparticipant).

An order issued in a probate proceeding begun after the death of the
participant that purportsto recognize an interest with respect to pension
benefitsarising solely under state community property law, but that does't
relateto thedissolution of amarriageor recognition of support obligations,
isnot aQDRO becausethe proceeding doesnot relateto alegd separation,
marital dissolution, or family support obligation.



Q 1-9:

Q 1-10:

Q 1-11:

[ERISA § 206(d)(3)(B); IRC § 414(p)(1); Advisory Opinion 90-
46A (Appendix A); see Egelhoff v. Egelhoff 121 S.Ct. 1322, 149 L.
Ed.2d 264 (2001); Boggs v. Boggs, 520 U.S. 833, 117 S.Ct. 1754
(1997)]

May a QDRO provide for payment to the guardian
of an alternate payee?

Yes. If andternate payeeisaminor or islegaly incompetent, the order
canrequire payment to someonewith lega responsbility for thedternate
payee (such asaguardian or aparty actinginloco parentisinthecase
of achild, or atrustee asagent for the alternate payee).

[See Staff of the Joint Committee on Taxation, Explanation of
Technical Corrections to the Tax Reform Act of 1984 and Other
Recent Tax Legislation, 100th Cong., 1st Sess. (Comm. Print 1987)
at 222]

Can a QDRO cover more than one plan?

Yes. A QDRO can assign rightsto pension benefitsunder morethan
one pension plan of the sameor different employersaslong aseach
plan and the assignment of benefit rightsunder each plan areclearly

specified.
[ERISA § 206(d)(3)(C)(iv); IRC § 414(p)(2)(D)]

Must all QDROs have the same provisions?

No. Althoughevery QDRO must contain certain provisions, such as
the names and addresses of the participant and aternate payee(s) and
the name of the plan(s), the specific content of therest of the QDRO
will depend, asexplained in more detail in Chapter 3, on thetype of
pension plan, the nature of the participant’s pension benefits, the
purposes behind issuing the order, and theintent of thedrafting parties.



Q 1-12:

Q 1-13:

Who determines whether an order is a QDRO?

Under Federa law, theadministrator of the pension plan that providesthe
benefitsaffected by an order istheindividud (or entity) initialy responsible
for determining whether adomestic relations order isaQDRO. Plan
administrators have specific responsibilitiesand dutieswith respect to
determining whether a domestic relations order is a QDRO. Plan
administrators, asplanfiduciaries, arerequired to dischargetheir duties
prudently and solely intheinterest of plan participantsand beneficiaries.
Among other things, plans must establish reasonable procedures to
determinethequdlified satusof domestic reationsordersand to administer
distributions pursuant to qualified orders. Administratorsarerequiredto
follow the plan’s procedures for making QDRO determinations.
Administrators also are required to furnish notice to participants and
aternate payees of thereceipt of adomestic relationsorder and tofurnish
acopy of the plan’s proceduresfor determining the qualified status of
such orders. See Chapter 2 for adetailed discussion of the dutiesand
responsibilitiesof plan administratorsin making QDRO determinations.

Itistheview of the Department of Labor that astate court (or other state
agency or instrumentality with the authority to issue domestic relations
orders) doesnot havejurisdiction to determinewhether anissued domestic
relationsorder constitutesa“ qualified domesticrelationsorder.” Inthe
view of the Department, jurisdiction to challengeaplan administrator’s
decision about the qualified status of an order liesexclusively in Federal
court.

[ERISA §§ 206(d)(3)(G)(i) and (ii), 404(a), 502(2)(3), 502(e), 514;
IRC § 414(p)(6)(A)(ii)]

Who is the “administrator” of the plan?

The“adminisgtrator” of anemployeebenefit planistheindividua or entity
specifically designated inthe plan documentsastheadministrator. If the
plan documentsdo not designate an administrator, theadministrator isthe
employer maintaining the plan, or, inthe case of aplan maintained by



Q 1-14:
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morethan oneemployer, theassociation, committee, joint board of trustees,
or Smilar group representing the partiesmaintaining theplan. Thename,
address, and phone number of the plan administrator isrequired to be
included in the plan’s summary plan description. The summary plan
descriptionisadocument that the administrator isrequired to furnish to
each participant and to each beneficiary receiving benefits. It summarizes
therightsand benefitsof participantsand beneficiariesand the obligations
of theplan.

[ERISA §§ 3(16), 102(b), 29 CFR § 2520.102-3(f); IRC § 414(g),
Treas. Reg. § 1.414(g)-1]

Will the Department of Labor issue advisory opinions
on whether a domestic relations order is a QDRO?

No. A determination of whether an order isaQDRO necessarily requires
aninterpretation of the specific provisonsof theplan or planstowhichthe
order appliesand the application of those provisionsto specific facts,
including adetermination of the participant’ sactua pension benefitsunder
theplan(s). The Department will not issue opinionson suchinherently
factud matters.

[See ERISA Procedure 76-1, 41 Fed. Reg. 36281 (1976)
(Appendix B)]



Chapter 2

Administration of QDROs: Determining
Qualified Status and Paying Benefits

Thischapter describesthedutiesof aplan administrator in determining the quaified status
of domesticrelationsordersand administering distributionsunder QDROs. Thefollowing
areasare addressed:

0O What arethe plan administrator’sresponsibilitiesin furnishinginformationtoa
participant and alternate payee?

0O What measuresmust aplan administrator taketo protect the plan participant’s
benefitsupon recel pt of adomestic relationsorder?

0 What proceduresmust aplanadministrator follow indeterminingwhether adomestic
relationsorder isaQDRO?

ERISA imposesanumber of respongbilitieson theplan adminigtrator relating tothehandling
of domesticrelationsorders. Asaplanfiduciary, theadministrator isrequired to discharge
theseresponsibilities prudently and solely intheinterest of the plan’s participantsand
beneficiaries. Itistheview of the Department that the prudent discharge of afiduciary’s
respons bilitieswith respect to the handling of domestic relationsorders, like other areas
of plan administration, requiresplan administratorsto take stepsto avoid unnecessary and
excessiveadministrative burdensand coststo the plan. The Department believesthat the
adoption of proceduresand policiesdesigned tofacilitate, rather thanimpede, thetimely
processing and perfection of domestic relations ordersgenerally will serveto minimize
plan burdens and costs attendant to QDRO determinations.

Thefollowing questionsand answersareintended to provide guidance on the discharge of
anadministrator’ sobligationsunder the QDRO and fiduciary responsbility provisionsof
ERISA.

11



Q 2-1:
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What information is an administrator required to
provide a prospective alternate payee before the
administrator receives a domestic relations order?

Congress conditioned an alternate payee’ sright to an assignment of a
participant’ spens on benefit on the prospective dternate payee sobtaining
adomestic relationsorder that satisfies specificinformational and other
requirements. Itistheview of the Department that Congresstherefore
intended prospective dternate payees-- gpouses, former spouses, children,
and other dependents of a participant who areinvolved in adomestic
relations proceedings-- to have accessto plan and participant benefit
information sufficient to prepareaQDRO. Suchinformationmightinclude
the summary plan description, relevant plan documents, and astatement
of the participant’sbenefit entitlements.

The Department believesthat Congressdid not intend to require prospective
alternate payees to submit a domestic relations order to the plan asa
prerequisite to establishing the prospective alternate payee srightsto
information in connection with adomestic relationsproceeding. However,
itistheview of the Department that aplan administrator may condition
disclosureof suchinformeation on aprospectivedternate payee sproviding
information sufficient to reasonably establishthat thedisclosurerequestis
being madein connection with adomestic rel ations proceeding.

Itisthe Department’sunderstanding that many domestic relationsorders
fal initidly to quaify when submitted to the plan because they fail totake
into account the plan’s provisions or the participant’s actual benefit



Q 2-2:

Q 2-3:

entitlements. Affording prospective alternate payeesaccessto plan and
participantinformationinatimey manner will, intheview of the Department,
help draftersavoid making such obviouserrorsin preparing ordersand,
thereby, facilitate plan administration. See Question 2-5.

[ERISA 88 206(d)(3)(A) - (C), 404(a); IRC & 414(p)(1) - (3)]

What are the duties of a plan administrator upon
receipt of a domestic relations order by the plan?

Upon receipt of a domestic relations order, the plan administrator is
required to promptly notify the affected participant and each alternate
payee named in the order of the receipt of the order and to provide a
copy of theplan’sproceduresfor determining whether adomesticrelations
orderisaQDRO. Noatification should be sent to theaddressincludedin
thedomesticrelationsorder.

Theadministrator isrequired to determinewhether the order isaQDRO
within areasonable period of time after receipt of adomestic relations
order and to promptly notify the participant and each alternate payee of
such determination. See Question 2-10.

[ERISA § 206(d)(3)(G)(i); IRC § 414(p)(6)(A)]

Is a plan required to have procedures for determining
whether a domestic relations order is qualified?

Yes. Every pension planisrequired to establish written proceduresfor
determining whether domestic relations orders are QDROs and for
administering distributionsunder QDROs.

[ERISA § 206(d)(3)(G)(ii); IRC § 414(p)(6)(B)]

13



Q 2-4:

Q 2-5:

14

What requirements must a plan’s QDRO procedures
meet?

The QDRO proceduresmust:

QO beinwriting;
O bereasonable;

Q provide that each person specified in a domestic relations order
received by the plan asentitled to payment of benefitsunder theplan
will benctified (at the address pecified in thedomestic rel ationsorder)
of theplan’sproceduresfor making QDRO determinationsupon reca pt
of adomestic relationsorder; and

QO permit anaternate payeeto designate arepresentativefor receipt of
copiesof noticesand plan information that are sent to the alternate
payee with respect to adomestic relationsorders.

Itistheview of the Department that aplan’s QDRO procedureswould
not be considered “reasonabl €’ if they unduly inhibited or hampered the
obtaining of aQDRO determination or themaking of distributionsunder a
QDRO. For example, any procedurethat conditioned makingaQDRO
determination on the payment of afee by aparticipant or aternate payee
(either directly or asacharge against the participant’ saccount) would not
be considered a“ reasonabl e procedure.” See Question 2-6; Advisory
Opinion 94-32A (Appendix A).

[ERISA § 206(d)(3)(G)(ii); IRC § 414(p)(6)]

Are there other matters that should be addressed in
a plan’'s QDRO procedures?

Yes. Itistheview of the Department of Labor that a plan's QDRO
procedures should be designed to ensurethat QDRO determinationsare
madeinatimely, efficient, and cost-effective manner, consistent withthe



adminigtrator’ sfiduciary dutiesunder ERISA. The Department believes
that unnecessary administrative burdensand costs attendant to QDRO
determinationsand administration can be avoided with clear explanations
of the plan’sdetermination process, including:

QO Anexplanation of theinformation about the plan and benefitsthat is
availableto ass st progpectivedternate payeesin preparing QDROs,
suchassummary plan descriptions, plan documents, individua benefit
and account statements, and any model QDROs devel oped for use
by the plan (see Questions 2-1, 2-7);

O A destriptionof any timelimitsset by theplan administrator for making
determinations,

QO A description of the stepsthe administrator will taketo protect and
preserve pension assetsor benefitsupon recept of adomesticrelations
order (for example, a description of when and under what
circumstances plan assetswill be segregated or benefit paymentswill
be delayed or suspended) (see Questions 2-12, 2-13); and

QO A description of the process provided under the plan for obtaining a
review of theadministrator’ sdetermination astowhether anorder is
aQDRO.

Itistheview of the Department that the plan administrator’ sadoptionand
useof clear QDRO procedures, coupled with theadministrator’sprovison
of information about the plan and benefitsupon request, will sgnificantly
reducethedifficulty and expense of obtaining and administering QDROs
by minimizing confusion and uncertai nty about the process.

[ERISA 88 206(d)(3)(G), 206(d)(3)(H), 404(a); IRC §§ 414(p)(6),
414(p)(7)]

15



Q 2-6:

Q 2-8:

16

May a plan administrator charge a participant or
alternate payee for determining the qualified status
of a domestic relations order?

The Department hastaken the position that pension plansmay not impose
afeeor charge on aparticipant or alternate payee (either directly or asa
charge against aplan account) in connection with adetermination of the
status of adomestic relationsorder or the administration of aQDRO.

[ERISA 88 206(d)(3), 404(a); see Advisory Opinion 94-32A
(Appendix A)]

May plan administrators provide parties with a
model form or forms to assist in the preparation of
a QDRO?

Yes. Although they are not required to do so, plan administrators may
develop and make available “model” QDRO forms to assist in the
preparation of aQDRO. Such model formsmay makeit easier for the
partiesto prepareaQDRO and reducethe time and expenses associated
withaplanadminisirator’ sdetermination of thequalified statusof an order.
Examples of samplelanguage that may beincluded in such formsare
providedin Appendix C.

Plan administrators are required to honor any domestic relations order
that satisfies the requirements to be a QDRO. In the view of the
Department, therefore, aplan may not condition its determinations of
QDRO statusonthe useof any particular form.

In determining the qualified status of a domestic
relations order, is the administrator required to
determine the validity of the order under state
domestic relations law?

No. A planadministrator isgenerally not required to determine whether
theissuing court or agency had jurisdiction to issue an order, whether
statelaw iscorrectly appliedin the order, whether servicewas properly



Q2-9:

made on the parties, or whether anindividual identifiedinanorder asan
dternaepayeeisinfact agpouse, former spouse, child, or other dependent
of the participant under statelaw.

[See Advisory Opinion 99-13A (Appendix A); Advisory Opinion
92-17A (Appendix A)]

Is a plan administrator required to reject a domestic
relations order as defective if the order fails to specify
factual identifying information that is easily
obtainable by the plan administrator?

No. In many cases, an order that is submitted to a plan may clearly
describetheidentity and rightsof the parties, but may beincompleteonly
withrespect tofactud identifyinginformationwithintheplanadminigtrator’s
knowledge or easily obtained through asimple communication with the
alternate payee or the participant. For example, an order may misstate
the plan’sname or the names of participantsor alternate payees, and the
plan administrator can clearly determinethe correct names, or an order
may omit the addresses of participantsor alternate payees, and the plan
administrator’srecordsincludethisinformation. Insuchacase, theplan
administrator should supplement the order with the appropriateidentifying
information, rather than rgjecting the order asnot qualified.

[ERISA 88 206(d)(3)(C), 206(d)(3)(1); IRC & 414(p)(2);
see S. Rep. 575, 98th Cong., 2d Sess. at 20]

How long may the plan administrator take to determine
whether a domestic relations order is a QDRO?

Plan administrators must determinewhether adomesticrelationsorder is
aQDRO within areasonabl e period of time after receiving the order.
What isareasonable period will depend on the specific circumstances.
For example, adomestic relationsorder that isclear and completewhen
submitted should requirelesstimetoreview than an order that isincomplete
or unclear. Seealso Question 2-12.

17
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Plansarerequired to adopt reasonabl e proceduresfor determining the
qualified status of domestic relations orders. Compliance with such
procedures should ensure that determinationsof the qualified statusof an
order take place within areasonable period of time. Procedures that
unduly inhibit or hamper the QDRO determination processwill not be
considered reasonabl e procedures. See Question 2-4.

[ERISA § 206(d)(3)(G)(i)(I1); IRC § 414(p)(6)(A)(ii)]

What must the plan administrator do during the
determination process to protect against wrongly
paying pension benefits to the participant that would
be paid to the alternate payee if the domestic relations
order had been determined to be a QDRO?

During any periodinwhichtheissueof whether adomestic relationsorder
iIsaQDRO isbeing determined (by aplan administrator, by acourt of
competent jurisdiction, or otherwise), ERISA requires that the plan
administrator separately account for the amountsthat would be payable
to an dternate payee under thetermsof the order during such periodif the
order had been determined to be qualified. Theseamountsarereferred
to as*” segregated amounts.” During the period in which the statusof a
domestic relationsorder isbeing determined, the plan administrator must
take stepsto ensure that amounts that would have been payableto the
aternate payee, if the order were a QDRO, are not distributed to the
participant or any other person.

The plan administrator’sduty to separately account for and to preserve
the segregated amountsislimitedintime. ERISA providesthat the plan
administrator must preserve the segregated amountsfor not longer than
the end of an “18-month period.” This*18-month period” does not
begin until thefirst date (after the plan receivesthe order) that the order
would require payment to the alternate payee.
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Itistheview of the Department that, in order to ensuretheavailability of
afull 18-month protection period, the 18 months cannot begin beforethe
planreceivesadomestic relationsorder. Rather, the* 18-month period”
will begin onthefirst date on which apayment would berequired to be
made under an order following receipt by the plan. See Questions2-12
and 2-13, which discuss how benefits should be treated when
determinations on qualified status are made either before or after the
beginning of the*18-month period.”

[ERISA 88 206(d)(3)(H), 404(a); IRC § 414(p)(7)]

What are an administrator’s duties with respect to a
domestic relations order received by the plan before
the beginning of the “ 18-month period” ?

As explained in Question 2-10, a plan administrator must determine
whether adomesticrelationsorder isaQDRO within areasonable period
followingreceipt. Intheview of the Department, the* 18-month period”
duringwhichaplan administrator must preservethe” segregated amounts’
(see Question 2-11) is not the measure of the reasonable period for
determining thequalified statusof an order andin most caseswould bean
unreasonably long period of timeto taketo review an order.

Itisfurther the view of the Department that, during the determination
period, theadministrator, asaplan fiduciary, may not permit distributions
totheparticipant or any other person of any amountsthat would be payable
tothealternate payeeif the domestic relations order were determined to
beaQDRO. If thedomestic relationsorder isdetermined tobeaQDRO
beforethefirst date on which benefitsare payableto the dternate payee,
the plan administrator hasacontinuing duty to account for and to protect
the alternate payee’sinterest in the plan to the same extent that the plan
administrator isobliged to account for and to protect theinterests of the

19
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plan’sparticipants. Theplanadministrator dso hasafiduciary duty to pay
out benefitsin accordance with thetermsof the QDRO.

The Department understandsthat ordersthat areinitialy rejected by the
plan administrator asnot qualified arefrequently revised and resubmitted
within ashort period of time. The Department al so recognizesthat in
someingancesplan adminigtratorswho regject an order may receiverequests
from participantsfor immediatedistribution of benefitsunder circumstances
that suggest that the rejected order isbeing revised and will shortly be
resubmitted to the plan. I1n such circumstances, the plan administrator
may be subject to conflicting claimsfor elther paying thebenefit or failing
to pay thebenefit. The Department suggeststhat plan administratorsmay
wishto consder the establishment of aprocessfor providing preliminary
or interimreview of orders, and postponing find determinationsfor limited
periods, to permit partiesto correct defectswithin the 18-month segregation
period. Suchaprocesswould reducethelikelihood of conflicting claims.

[ERISA 8§ 206(d)(3)(H), 404(a)]

What are an administrator’s duties with respect to a
domestic relations order received on or after the date
on which benefits would be payable to an alternate
payee under the order?

Upon receipt of a domestic relations order, the administrator must
separately account for and preserve the amountsthat would be payable
to an aternate payee until adetermination is made with respect to the
statusof theorder. See Questions2-11, 2-12. If, withinthe® 18-month
period” -- beginning with the date (after receipt of the order by the plan)
onwhichthefirst payment would berequired to be madeto an dternate
payee under the order -- the plan administrator determinesthat the order
iIsaQDRO, the plan administrator must pay the segregated amountsto
thedternate payeein accordancewiththetermsof the QDRO. If, however,
the plan administrator determineswithin the® 18-month period” that the
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order isnot aQDRO, or if the status of the order isnot resolved by the
end of the* 18-month period,” the plan administrator must pay out the
segregated amountsto the person or personswho would have been entitled
tosuchamountsif therehad beenno order. If theorder islater determined
tobeaQDRO, theorder will apply only prospectively; that is, theadternate
payeewill beentitled only to amounts payable under the order after the
subsequent determination.

See Question 2-12.

[ERISA 88 206(d)(3)(H), 404(a); IRC § 414(p)(7); but see H.R.
Conf. Rep. No. 841, 99th Cong., 2d Sess. 11-858 (describing 1986
amendmentsto the Retirement Equity Act of 1984, including clarification
of the proceduresto be followed during the 18-month segregation period
for QDRO determinations)]

What kind of notice is required to be provided by a
plan administrator following a QDRO determination?

Theplanadminigrator isrequired to notify the participant and each dternate
payee of the administrator’s determination as to whether the order
constitutesa QDRO. This notice should be in writing and furnished
promptly following adetermination.

In the case of adetermination that an order isnot qualified, the notice
shouldincludethereasonsfor thergection. Itistheview of the Department
that, in most instanceswhere there has been areasonable good faith effort
to prepareaqualified domestic rel ations order, the partieswill attempt to
correct any deficienciesin the order and resubmit acorrected order for
theplan administrator to review. The Department believesthat, wherea
reasonable good faith effort has been made to draft a QDRO, prudent
plan administration requiresthe plan administrator to furnishto the parties
the information, advice, and guidance that is reasonably required to
understand the reasonsfor arejection, either as part of the notification
process or otherwise, if such information, advice, and guidance could
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serveto reduce multiple submissionsof deficient ordersand thereforethe
burdensand coststo plans attendant on review of such orders.

Thenoticeof the plan administrator’ sdetermination should bewrittenina
manner that can be understood by the parties. Multiple submissionsand
unnecessary expenses may be avoided by clearly communicatinginthe
rejection notice:

Q thereasonswhy theorder isnot aQDRO;

Q referencesto the plan provisionson which the plan administrator’s
determinationisbased;

Q anexplanation of any timelimitsthat apply torightsavailabletothe
partiesunder theplan (such astheduration of any protective actions
the plan administrator will take); and

(Q adescription of any additiond materid, information, or modifications
necessary for the order to be aQDRO and an explanation of why
suchmateria, information, or modificationsare necessary.

[ERISA 88 206(d)(3)(G)(i)(I1), 206(d)(3)(1); IRC & 414(p)(6)(A)(ii)]

What effect does an order that a plan administrator
has determined to be a QDRO have on the
administration of the plan?

The plan administrator must act in accordance with the provisionsof the
QDROasif itwereapart of theplan. In particular, if, under aplan, a
participant hastheright to elect theforminwhich benefitswill be paid,
and the QDRO givesthe alternate payeethat right, the plan administrator
must permit thedternate payeeto exercisethat right under thecircumstances
and inaccordancewith thetermsthat would apply to the participant, asif
the alternate payee werethe participant.

[ERISA §§ 206(d)(3)(A), 206(d)(3)(E)(i)(111); IRC §§ 401(a)(13)(B),
A14(p)(A(A)(ii)]
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What disclosure rights does an alternate payee have
under a QDRO?

ERISA providesthat aperson whoisan aternate payee under aQDRO
generally shal be consdered abeneficiary under theplanfor purposesof
ERISA. Accordingly, theaternate payee must befurnished, uponwritten
request, copiesof avariety of documents, including thelatest summary
plan description, thelatest annual report, any final annual report, and the
bargaining agreement, trust agreement, contract, or other instrument under
whichtheplanisestablished or operated. Theadministrator may impose
areasonable chargeto cover the cost of furnishing such copies. Itisthe
view of the Department that, at such time as benefit paymentsto the
aternate payee commence under the QDRO, the alternate payee must be
trested asa” beneficiary recelving benefitsunder theplan” and automaticaly
furnished thesummary plan description, summariesof materid plan changes,
and the plan’ssummary annual report.

[ERISA 88§ 104, 105, 206(d)(3)(J), 404(a); 29 CFR § 2520.104b-1
et seq.]

What happens to the rights created by a QDRO if the
plan to which the QDRO applies is amended, merged
into another plan, or is maintained by a successor
employer?

Therightsof an dternate payee under aQDRO are protected inthe event
of planamendments, aplan merger, or achangein the sponsor of theplan
to the sameextent that rights of participantsor beneficiariesare protected
with respect to benefits accrued as of the date of the event.

[ERISA 88204(g), 206(d)(3)(A), 403(c)(1); IRC 88 401(a)(13)(B),
411(d)(6); see Staff of the Joint Committee on Taxation, Explanation
of Technical Corrections to the Tax Reform Act of 1984 and Other
Recent Tax Legislation, 100th Cong., 1st Sess. (Comm. Print 1987)
at 224]
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What happens to the rights created by a QDRO if a
plan is terminated?

Inthe view of the Department, the rights granted by aQDRO must be
takeninto account inthetermination of aplan asif thetermsof the QDRO
were part of theplan. To the extent that the QDRO grantsthe alternate
payee part of the participant’ sbenefits, the plan adminigrator, interminating
the plan, must providethe alternate payee with the notification, consent,
payment, or other rightsthat it would have provided to the participant
with respect to that portion of the participant’s benefits.

[ERISA 88 206(d)(3)(A), 403(d)]

What happens to the rights created by a QDRO if a
defined benefit plan is terminated and the Pension
Benefit Guaranty Corporation becomes trustee of the
Plan?

ThePension Benefit Guaranty Corporation (PBGC) isaFedera agency
that insurespens on benefitsinmost private-sector defined benefit pension
plans. Itisimportant to notethat not all plansareinsured by PBGC and
not all plansthat terminate becometrusteed by PBGC. For example,
defined contribution plans (including 401(k) plans) are generally not
covered by PBGC’sinsurance. I1naddition, most defined benefit plans
that terminate have sufficient assetsto pay all benefits. PBGC doesnot
trustee these plans. See Question 3-4 for adiscussion of these basic

typesof pensionplans.

When an insured plan terminates without enough money to pay all
guaranteed benefits, PBGC becomestrustee of theterminating plan and
paysthe plan benefitssubject to certainlimits. For instance, PBGC does
not pay certain death and supplemental benefits. In addition, benefit



amountsand theformsof benefit PBGC paysarelimited. PBGC has
specid rulesthat gpply theseguaranteelimitationsto QDROs. SeePBGC's
booklet, DivorceOrders& PBGC.

For information about a specific domestic relations order or QDRO
affecting aplantrusteed by PBGC, writeto PBGC QDRO Coordinator,
PO. Box 19153, Washington, D.C. 20036-0153. For information about
terminated pension plansthat PBGC hastrusteed, benefitinformationwith
respect to aparticipant inaPBGC-trusteed plan, or to request acopy of
PBGC'sbooklet, call PBGC’s Customer Service Center at 1-800-400-
PBGC. The booklet is also available on PBGC’'s Web site at
www.pbgc.gov
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Chapter 3

Drafting QDROs

Thischapter providesguidancefor the process of drafting domestic relations ordersthat
qualify asQDROs. Thefollowing areasare addressed:

0O What arethemost common and useful waysof dividing pension benefits?
J What aresurvivor benefits, and why arethey important?
0 When can an dternate payeereceivethe benefitsassigned by aQDRO?

O Inwhat formwill theaternate payee recei ve the assigned benefits?

Although domestic rdationsordersthat involve penson plansareissued under and governed
by statelaw, Federal law (ERISA and the Code) and the terms of the relevant pension
plan determinewhether these orderscan be QDROs. Thischapter discusseshow to draft
ordersthat will quaify as QDROswhile accomplishing the purposesfor which thepension
benefitsarebeing divided.

Thischapter a so discussesthe most common methods of dividing pension benefitsunder
thetwo separate types of pension plans. defined benefit plansand defined contribution
plans. Thefollowing questionsand answersemphasi zetheimportance of understanding
thenature of aparticipant’spens on benefitsand of making decis onsabout the ass gnment
of any survivor benefits payable under the pension plan.
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What is the best way to divide a participant’s pension
benefits in a QDRO?

Thereisno single“best” way to divide pension benefitsin a QDRO.
What will be* best” inaspecific casewill depend on many factors, including
thetypeof pension plan, the nature of the participant’s pension benefits,
and why the partiesare seeking to dividethose benefits.

Indeciding how to divide aparticipant’ spension benefitsinaQDRO, itis
alsoimportant to consider two aspectsof aparticipant’ s pension benefits:
the benefit payable under the plan directly to the participant for retirement
purposes (referred to here asthe “ retirement benefit”), and any benefit
that ispayable under the plan on behalf of the participant to someoneelse
after the participant dies(referred to hereasthe*” survivor benefit”). These
two aspectsof aparticipant’spens on benefitsare discussed separately in
thisbooklet only in order to emphasi ze theimportance of considering how
best to divide pension benefits.

Thefollowing four questionsand answersintroduce the basic concepts
that shouldinform decisonsabout drafting QDROs. Question 3-2explains
the scope of assignment permitted by the QDRO provisions; Questions
3-3and 3-4rdateprimarily totheretirement benefit; Question 3-5 describes
survivor benefits. Later questionspresent more specificinformation about
how to draft QDROs.
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Q 3-3:

How much can be given to an alternate payee through
a QDRO?

A QDRO cangivean dternate payeeany part or al of the pension benefits
payablewith respect to aparticipant under apension plan. However, the
QDRO cannot requirethe plan to provideincreased benefits (determined
onthebasisof actuaria vaue); nor canaQDRO requireaplanto provide
atypeor formof benefit, or any option, not otherwise provided under the
plan (with one exception, described in Questions 3-9 and 3- 10, for an
alternate payee'sright to receive payment at the participant’s“ earliest
retirement age’). The QDRO a so cannot requirethe payment of benefits
to an alternate payee that are required to be paid to another alternate
payee under another QDRO already recognized by the plan.

[ERISA 88 206(d)(3)(B)(i)(1), 206(d)(3)(D), 206(d)(3)(E);
IRC 88 414(p)(1)(A)(i), 414(p)(3), 414(p)(4); Advisory
Opinion 2000-09A (Appendix A)]

Why are the reasons for dividing the pension benefits
important?

Generdly, QDROsareused ether to provide support payments (temporary
or permanent) to the alternate payee (who may be the spouse, former
spouseor achild or other dependent of the participant) or todividemarital
property inthe course of dissolvingamarriage. Thesediffering goals
oftenresultindifferent choicesindraftingaQDRO. Thisanswer describes
two common different goproachesindrafting QDROsfor thesetwo different
pUrposes.

Oneapproach that isused in someordersisto “ split” the actual benefit
payments made with respect to aparticipant under the planto givethe
dternate payee part of each payment. Thisapproachtodividing retirement
benefits is often called the “shared payment” approach. Under this
approach, the alternate payee will not receive any paymentsunlessthe
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participant receivesapayment or isaready inpay status. Thisapproach
isoften used when asupport order isbeing drafted after aparticipant has
already begunto receive astream of paymentsfromtheplan (suchasa
lifeannuity).

Anorder providing for shared payments, like any other QDRO, must
specify theamount or percentage of the participant’sbenefit payments
that isassgnedto thedternate payee (or themanner inwhich such amount
or percentageisto be determined). It must also specify the number of
paymentsor periodtowhichit applies. Thisisparticularly importantin
the shared payment QDRO, which must specify whenthedternate payee's
right to share the paymentsbeginsand ends. For example, when astate
authority seeksto provide support to achild of aparticipant, an order
might require paymentsto theaternate payeeto begin assoon aspossble
after the order is determined to be a QDRO and to continue until the
alternate payee reachesmaturity. Alternatively, when support isbeing
provided to aformer spouse, the order might state that paymentsto the
alternate payee will end when theformer spouseremarries. If payments
are to end upon the occurrence of an event, notice and reasonable
substantiation that the event has occurred must be provided for theplanto
be ableto comply with thetermsof the QDRO.

Ordersthat seek to divide apension aspart of themarital property upon
divorceor legal separation oftentakeadifferent approachtodividing the
retirement benefit. Theseordersusudly dividethe participant’sretirement
benefit (rather than just the payments) into two separate portionswiththe
intent of giving the aternate payee aseparateright to receive aportion of
theretirement benefit to be paid at atimeandinaform different fromthat
chosen by the participant. Thisapproachto dividing aretirement benefit
isoften called the” separateinterest” approach.



Anorder that providesfor aseparate interest for thea ternate payee must
specify theamount or percentage of the participant’ sretirement benefit to
be assigned to thedternate payee (or the manner in which such amount or
percentageisto be determined). Theorder must also specify the number
of paymentsor period to whichit applies, and such orders often satisfy
thisrequirement simply by giving the alternate payeetheright that the
participant would have had under the plan to elect the form of benefit
payment and thetime at which the separateinterest will bepaid. Suchan
order would satisfy the requirementsto beaQDRO.

Federal law doesnot requirethe use of either approach for any specific
domestic relations purpose, and it isup to the drafters of any order to
determine how best to achieve the purposesfor which pension benefits
arebeing divided. Further, the shared payment approach and the separate
interest approach can each be used for either defined benefit or defined
contribution plans. See Question 3-4 for adiscussion of thetwo basic
typesof pension plans. However, itisimportant in drafting any order to
understand and follow thetermsof the plan. Anorder that would require
aplanto provideincreased benefits (determined on an actuaria basis) or
to provideatypeor form of benefit, or an option, not otherwise available
under the plan cannot beaQDRO. See Questions 3-4, 3-6, and 3-7 for
further information on dividing retirement benefitsunder defined benefit
and defined contribution plans.

Inadditionto determining whether or how to dividetheretirement benefit,
itisimportant to consider whether or not to givethe dternate payeearight
to survivor benefits or any other benefits payable under theplan. See
Quedtion 3-5for adiscussion of survivor benefits.

[ERISA § 206(d)(3)(C)(ii) - (iv); IRC § 414(p)(2)(B) - (D)]
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In deciding how to divide the participant’s pension
benefits, why is understanding the type of pension
plan important?

Understanding the type of pension planisimportant because the order
cannot beaQDRO unlessitsassignment of rightsor division of pension
benefits complieswith thetermsof theplan. PartiesdraftingaQDRO
should read the plan’ ssummary plan description and other plan documents
to understand what pension benefitsare provided under the plan.

Pension plansmay bedivided generally into two types:. defined benefit
plansand defined contribution plans.

A defined benefit plan promisesto pay each participant aspecific benefit
at retirement. Thisbasicretirement benefitisusualy based onaformula
that takesinto account factorslike the number of yearsaparticipant works
for theemployer and the participant’ssalary. Thebasicretirement benefit
isgenerdly providedintheformof periodic paymentsfor theparticipant’'s
lifebeginning at what theplan calls* normal retirement age.” Thisstream
of periodic paymentsisgenerally knownasan “annuity.” A participant’s
basi c retirement benefit under adefined benefit plan may increase over
time, either beforeor after the parti cipant beginsreceiving benefits, dueto
avariety of circumstances, such asincreasesin saary or the crediting of
additiona yearsof servicewiththeemployer (which aretakeninto account
under the plan’sbenefit formula), or through amendment to the plan’s
provisions, including some amendments to provide cost of living
adjustments.

Defined benefit plansmay promiseto pay benefitsat varioustimes, under
certain circumstances, or inaternativeforms. Benefitspaid at thosetimes
or in those forms may have a greater actuarial value than the basic
retirement benefit payable by the plan a the participant’ snormd retirement
age. When oneform of benefit hasagreater actuarial valuethan another
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form, thedifferenceinvalueisoftencaled a® subsidy.” SeeAppendix C
at pages 94-95 for further discussion of the benefits provided under
defined benefit plans.

A defined contribution plan, by contrast, isatype of pension plan that
providesfor anindividual account for each participant. Theparticipant’'s
benefits are based solely on theamount contributed to the participant’s
account and any income, expenses, gainsor losses, and any forfeituresof
accountsof other participantsthat may bealocated to such participant’s
account. Examplesof defined contribution plansinclude profit-sharing
plans(like®401(k)” plans), employeestock ownership plans(“ESOPS’),
and money purchase plans. A participant’sbasic retirement benefitina
defined contribution planistheamount in hisor her account at any given
time. Thisisgeneraly known asthe participant’s*“ account balance.”

Defined contribution planscommonly providefor retirement benefitsto
be paid in the form of alump sum payment of the participant’sentire
account balance. Defined contribution plansby their nature do not offer
subsdies.

It should be noted, however, that some defined benefit plansprovidefor
lump sum payments, and some defined contribution plans providefor
annuities.

[IRS Notice 97-11, 1997-2 IRB 49 (Jan. 13, 1997) (Appendix C)]

What are “ survivor benefits,” and why should a QDRO
take them into account?

Federd law requiresall pension plans, whether they are defined benefit
plansor defined contribution plans, to providebenefitsinaway that includes
asurvivor benefit for the participant’sspouse. The provisionscreating
these protections are contained in section 205 of ERISA and sections
401(a)(11) and 417 of the Code. Thetype of survivor benefit that is
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required by Federal law dependson thetype of pension plan. Plansaso
may providefor survivor (or “desath”) benefitsthat arein additionto those
required by Federal law. Participants and alternate payeesdrafting a
QDRO should read the plan’s summary plan description and other plan
documentsto understand the survivor benefitsavailable under the plan.

Federd law generdly requiresthat defined benefit plansand certain defined
contribution planspay retirement benefitsto participantswho were married
ontheparticipant’s*“annuity starting date” (thisisthefirst day of thefirst
period for which anamount ispayableto the participant) inaspecia form
cdleda“qudifiedjoint and survivor annuity” (QJSA) unlesstheparticipant
electsadifferent form and the spouse consentsto that election. When
benefitsare paid asaQJSA, the participant receivesaperiodic payment
(usually monthly) during hisor her life, and the surviving spouse of the
participant recelvesaperiodic payment for therest of thesurviving pouse’s
life upon the participant’s death. See Appendix C at page 98 for a
description of the QJSA. Federal law also generally requiresthat, if a
married participant with anonforfeitable benefit under one of thesetypes
of plansdiesbefore hisor her “ annuity starting date,” the plan must pay
the surviving spouse of the participant amonthly survivor benefit. This
benefitiscalled a“qualified preretirement survivor annuity” (QPSA).
Appendix C also describes the QPSA at page 99.

Those defined contribution plansthat are not required to pay pension
benefitsto married participantsin the form of a QJSA or QPSA (like
most 401(k) plans) are required by Federal law to pay any balance
remaining in the participant’s account after the participant diesto the
participant’ssurviving spouse. If the spouse giveswritten consent, the
participant can direct that upon the participant’s death any balance
remainingintheaccount will bepaidto abeneficiary other than the spouse,
for example, thecoupl€ schildren. Under thesedefined contribution plans,
Federd law doesnot requireaspouse’ sconsent to aparticipant’sdecision
towithdraw any portion (or al) of hisor her account balance during the

participant’slife.



If a participant and his or her spouse become divorced before the
participant’sannuity starting date, the divorced spouselosesall right to
thesurvivor benefit protectionsthat Federa law requiresbeprovidedtoa
participant’ sspouse. If thedivorced participant remarries, the participant’s
new spouse may acquirearight tothe Federaly mandated survivor benefits.
A QDRO, however, may changethat result. Totheextent that aQDRO
requiresthat aformer spouse be treated as the participant’s surviving
spousefor al or any part of the survivor benefits payabl e after the death
of the participant, any subsequent spouse of the participant cannot be
treated asthe participant’s surviving spouse. For example, if aQDRO
awards all of the survivor benefit rights to aformer spouse, and the
participant remarries, the participant’ s new spouse will not receive any
survivor benefit upon the participant’ sdeath. 1f suchaQDRO requires
that adefined benefit plan, or adefined contribution plan subject to the
QJSA and QPSA requirements, treat aformer spouse of aparticipant as
the participant’ ssurviving spouse, the plan must pay the participant’ sbenefit
intheform of aQJSA or QPSA unlesstheformer spouse who wasnamed
assurviving spouseinthe QDRO consentsto the participant’ sel ection of
adifferent form of payment.

It should a so be noted that some pension plans provide that aspouse of
aparticipant will not be treated as married unless he or she has been
married to the participant for at least ayear. If thepension plantowhich
the QDRO relates contains such aone-year marriage requirement, then
the QDRO cannot treat the alternate payee asasurviving spouseif the
marriagelasted for lessthan oneyear.

Inaddition, it isimportant to note that some pension plansmay provide
for survivor benefitsin addition to those required by Federal law for the
benefit of the surviving spouse. Generally, however, the only way to
establish aformer spouse’sright to survivor benefits such asaQJSA or
QPSA isthroughaQDRO. A QDRO may providethat apart or al of
such other survivor benefitsshall be paid to an aternate payeerather than
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tothe personwho would otherwise beentitled to recel ve such degeth benefits
under the plan. Asdiscussed above (see, e.9., Question 3-3), aspouse
or former spouse can also recelvearight torecelve (asaseparateinterest
or asshared payments) part of the participant’ sretirement benefit aswell
asasurvivor’sbenefit.

[ERISA 88 205, 206(d)(3)(F); IRC 88 401(a)(11), 414(p)(5), 417,
Advisory Opinion 2000-09A (Appendix A)]

How may the participant’s retirement benefit be
divided if the pension plan is a defined contribution
plan?

Anorder dividing aretirement benefit under adefined contribution plan
may adopt either a“ separateinterest” approach or a* shared payment”
approach (or some combination of these approaches). See Question 3-3
for adiscussion of thesetwo approaches. Ordersthat providethedternate
payeewith aseparateinterest, either by assgning tothedternate payeea
percentage or adollar anount of the account balance as of acertain date,
often aso provide that the separate interest will be held in aseparate
account under the planwith respect to which thedternate payeeisentitied
to exercisetherightsof aparticipant. Provided that the order doesnot
assgnaright or option to an dternate payeethat isnot otherwiseavailable
under the plan, an order that creates aseparate account for the alternate
payee may quaify asaQDRO.

Ordersthat providefor shared paymentsfrom adefined contribution plan
should clearly establish the amount or percentage of the participant’s
paymentsthat will beall ocated to the aternate payee and the number of
paymentsor period of timeduring which the allocation to the alternate
payeeistobemade. A QDRO can specify that any or dl paymentsmade
to the participant areto be shared between the participant and the dternate

payee.
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Indrafting ordersdividing benefitsunder defined contribution plans, parties
should also cons der addressing the possibility of contingenciesoccurring
that may affect the account balance (and thereforethe alternate payee's
share) during the determination period. For example, partiesmight be
well advised to specify the source of the alternate payee's share of a
participant’ saccount that isinvested in multipleinvestmentsbecause there
may bedifferent methodsof determining how to derivethedternate payee's
sharethat would affect the value of that share. The partiesshould also
consder how todlocateany incomeor lossesattributabletothe participant’s
account that may accrue during the determination period. If an order
allocatesaspecific dollar amount rather than apercentageto an dternate
payee asashared payment, the order should addressthe possibility that
the participant’s account balance or individua paymentsmight beless
than the specified dollar amount when actua ly paid out.

[ERISA 88 206(d)(3)(C); IRC § 414(p)(2)]

How may the participant’s retirement benefit be
divided if the pension plan is a defined benefit plan?

Asindicated earlier, an order may adopt elther the shared payment or the
Sseparateinterest gpproach (or acombination of thetwo) individing pension
benefitsin adefined benefit plan. See Question 3-3 for adiscussion
of these two approaches.

If shared paymentsare desired, the order should specify the amount of
each shared payment alocated to the dternate payee either by percentage
or by dollar amount. If theorder describesthe alternate payee’ sshareas
adollar amount, care should betaken to establish that the paymentsto the
participant will besufficient to satisfy theallocation, and the order should
indicatewnhat isto happen inthe event apayment isinsufficient to satisfy
theallocation. Theorder must a so describe the number of paymentsor
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period of time during which the alocation to the alternate payeeisto
be made. Thisisusually done by specifying abeginning date and an
ending date (or an event that will cause the allocation to begin and/
or end). If anorder specifiesatriggering event that may occur outside
the plan’s knowledge, notice of its occurrence must be given to the
plan before the plan is required to act in accordance with the order.
If theintent isthat all payments made under the plan are to be shared
between the participant and the alternate payee, the order may so

specify.

As discussed in Appendix C at pages 94-95, a defined benefit plan
may provide for subsidies under certain circumstances and may also
provideincreased benefits or additional benefitseither earned through
additional serviceor provided by way of plan amendment. A QDRO
that uses the “ shared payment” method to give the aternate payee a
percentage of each payment may be structured to take into account
any such futureincreasesin the benefits paid to the participant. Such
a QDRO does not need to address the treatment of future subsidies
or other benefit increases, because the alternate payee will
automatically receive ashare of any subsidy or other benefit increases
that are paid to the participant. If the parties do not wish to provide
for the sharing of such subsidies or increases, the order should so

specify.

If aseparateinterest isdesired for theaternate payee, it isimportant that
the order be based on adequate information from the plan administrator
and the plan documents concerning the participant’sretirement benefit
andtherights, options, and features provided under the plan. SeeQuestion
2-1. Inparticular, thedraftersof aQDRO should consider any subsidies
or future benefit increases that might be avail able with respect to the
participant’sretirement benefit. The order may specify whether, andto
what extent, an aternate payeeisto receive such subsdiesor future benefit
increases. See Appendix C at pages 94-95 for a discussion of
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subsidies and possible future increases in a participant’s benefits in
a defined benefit plan.

[ERISA 88 206(d)(3)(C), 206(d)(3)(D); IRC 88 414(p)(2), 414(p)(3)]

May the QDRO specify the form in which the alternate
payee’s benefits will be paid?

A QDRO that providesfor aseparateinterest may specify theformin
which theaternate payee’ sbenefitswill be paid subject to thefollowing
limitations: (1) theorder may not providethe alternate payeewith atype
or form of payment, or any option, not otherwise provided under theplan;
(2) the order may not provide any subsequent spouse of an alternate
payeewiththesurvivor benefit rightsthat Federd law requiresbeprovided
to spouses of participants under section 205 of ERISA (see Question 3-
5); and (3) (for any tax-qudified penson plan) the payment of thedternate
payee sbenefits must satisfy the requirementsof section 401(a)(9) of the
Code respecting the timing and duration of payment of benefits. In
determining theform of payment for an alternate payee, an order may
substitute the alternate payee’slifefor thelife of the participant to the
extent that theform of payment isbased ontheduration of anindividual’s
life. Asdiscussed in Appendix C at pages 96-97, however, thetiming
and formsof benefit availableto an dternate payee under atax-qualified
plan may belimited by section 401(a)(9) of the Code.

Alternatively, aQDRO may (subject to the limitations described above)
givethedternate payeetheright that the participant would have had under
theplanto dect theform of benefit payment. For example, if aparticipant
would havetheright to elect alifeannuity, thedternate payeemay exercise
that right and choose to havethe assigned benefit paid over thedternate
payee'slife. However, the QDRO must permit the plan to determine
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the amount payableto the alternate payee under any form of payment
in a manner that does not require the plan to pay increased benefits
(determined on an actuarial basis).

A planmay by itsown terms provide alternate payees with additional
typesor formsof benefit, or options, not otherwise provided to participants,
such asalump-sum payment option, but the plan cannot prevent aQDRO
fromassgning to an dternate payee any typeor form of benefit, or option,
provided generally under the plan to the participant.

[ERISA 88 206(d)(3)(A), 206(d)(3)(D), 206(d)(3)(E)(i)(111);
IRC 88 401(a)(9), 401(a)(13)(B), 414(p)(3), 414(p)(4)(A)(iii)]

When can the alternate payee get the benefits assigned
under a QDRO?

A QDRO that providesfor shared payments must specify the date on
whichthealternate payeewill beginto sharethe participant’s payments.
Such adate, however, cannot be earlier than the date on which the plan
receives the order. With respect to a separate interest, an order may
elther specify thetime (after the order isreceived by theplan) at whichthe
dternate payeewill receivethe separateinterest or assignto theaternate
payeethe sameright the participant would have had under the plan with
regard to thetiming of payment. Ineither case, aQDRO cannot provide
that an dternate payeewill recelve abenefit earlier thanthedate onwhich
the participant reacheshisor her “earliest retirement age,” unlesstheplan
permits payments at an earlier date. Question 3-10 describes how to
determinethis*earliest retirement age,” whichisoften adate earlier than
the earliest date on which the participant would be entitled toreceive his
or her retirement benefit.



Q 3-10:

The planitself may contain provisions permitting alternate payeesto
receive separate interests awarded under a QDRO at an earlier time
or under different circumstances than the participant could receive
the benefit. For example, a plan may provide that aternate payees
may elect to receive a lump sum payment of a separate interest at
any time. Asdiscussed in Question 3-8 and in Appendix C at pages
96-97, section 401(a)(9) of the Code may affect when benefits must
be paid under tax-qualified pension plans.

[ERISA §§ 206(d)(3)(C), 206(d)(3)(D), 206(c))(3)(E); IRC §§ 401(a)(9),
414(p)(2), 414(p)(3), 414(p)(4)]

What is “ earliest retirement age,” and why is it
important?

For QDROs, Federa law providesavery specific definition of “earliest
retirement age,” whichistheearliest date asof whichaQDRO can order
payment to an aternate payee (unlessthe plan permits paymentsat an
earlier date). The" earliest retirement age” applicabletoaQDRO depends
on the terms of the pension plan and the participant’s age. “Earliest
retirement age” istheearlier of two dates:

Q thedate onwhich the participant isentitled to receiveadistribution
under theplan, or

Q thelater of either
@ thedatethe participant reachesage 50, or
@ theearliest date on which the participant could begin receiving

benefitsunder the plan if the participant separated from service
withtheemployer.
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Drafters of QDROs should consult the plan administrator and the plan
documentsfor information onthe plan’s*“earliest retirement age.” The
following examplesillustrate the concept of “ earliest retirement age.”

Example 1. The pension planisadefined contribution plan that permits
aparticipant to make withdrawal sonly when he or shereaches age 59%2
or terminatesfrom service. The*earliest retirement age” for aQDRO
under thisplanis: theearlier of (1) whenthe participant actudly terminates
employment or reachesage59Y4, or (2) thelater of the datethe participant
reachesage 50 or the date the participant could recelvethe account baance
if the participant terminated employment. Sincethe participant could
terminate employment at any time and thereby be able to receive the
account balance under the plan’sterms, thelater of thetwo datesdescribed
in(2) aboveis“age50.” The*"earliest retirement age” formulafor this
plan canbesmplifiedtoread: theearlier of (1) actualy reaching age 59%2
or terminating employment or (2) age50. SinceageS0isearlier thanage
59v5, the*" earliest retirement age” for thisplanwill betheearlier of age50
or the date the participant actually terminatesfrom service.

Example 2. The pension plan is a defined benefit plan that permits
retirement benefitsto be pai d beginning when the participant reachesage
65 and terminatesemployment. It doesnot permit earlier payments. The
“earliest retirement age” for thisplanis. theearlier of (1) the date on
whichthe participant actuadly reaches age 65 and terminatesemployment,
or (2) thelater of age 50 or the date on which the participant reachesage
65 (whether he or sheterminatesemployment or not). Becauseage65is
later than age 50, the second part of theformulacan besimplifiedtoread
“age65” sothat theformulareadsasfollows. the* earliest retirement age”’
istheearlier of (1) the date on which the participant reaches age 65 and
actualy terminatesor (2) the datethe participant reachesage 65. Under
thisplan, therefore, the“ earliest retirement age” will bethe date on which
the participant reaches age 65.

[ERISA § 206(d)(3)(E); IRC § 414(p)(4)]
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AO 90-46A
Dec. 4, 1990

Ms. Ellen O. Pfaff

Lane Powell Moss & Miller
3800 Rainier Bank Tower
Seattle, Washington 97101-2647

Dear Ms. Pfaff:

This responds to your request for an advisory opinion, on behalf of the
trustee of the Bruce A. Nordstrom Self-Employed Retirement Plan (Plan),
concerning the application of sections 514 and 206(d) of the Employee
Retirement Income Security Act of 1974 (ERISA) with respect to the
court order described below.? Your submission contains the following
facts and representations.

The Plan is a tax-qualified retirement plan? under which benefits are

payable upon the participant’s retirement or death. The Plan provides
that benefits may not be assigned or alienated except in the case of a
“qualified domestic relations order.” Bruce A. Nordstrom is a Plan

participant whose benefit account is not in pay status.

Bruce Nordstrom’s wife, Frances W. Nordstrom, died October 5, 1984.
Her will was admitted to probate in the Superior Court for the State of
Washington at King County (the Court). Subsequently, the estate of
Frances Nordstrom (the Estate) filed a petition asking the Court to
require the Plan to divide and segregate that portion of Bruce Nordstrom’s
benefits which represents the interest of the Estate. You indicate the
request was made on the grounds that, inter alia, Frances Nordstrom
owned at her death an wundivided one-half community interest in Bruce
Nordstrom’s accrued benefits pursuant to the community property law of
the State of Washington and that a court order for such division and
segregation of benefits could issue in accordance with section 206(d)(3)
of ERISA. The court granted the petition and entered an order styled
“Qualified Domestic Relations Order and Order Dividing Retirement
Benefits” (the Court Order).

You request the views of the Department of Labor concerning whether the
community property law of the State of Washington is preempted by
section 514 of ERISA and whether the Court Order falls within the scope

of section 206(d)(3) of ERISA. Section 514(a) of ERISA generally
preempts all state laws insofar as they relate to employee benefit
plans covered by title 1 of ERISA. Therefore, a state community

For convenience, this letter refers to the provisions of section 206(d) of ERISA rather
than to the corresponding provisions in sections 401(a)(13)(B) and 414(p) of the Internal
Revenue Code, to which your request refers.

2You indicated in a telephone conversation with a representative of this Office that the
plan has a number of participants and is covered by title I of ERISA.
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property law that considers the pension earned by a married spouse to
be community property is preempted under this provision, unless some
exception applies.

Section 514(b) of ERISA specifies certain exceptions from the broad
preemptive effect of section 514(a). Of those exceptions, only that
provided by section 514(b)(7) has relevance to community property laws.
Section 514(b)(7) states that preemption under section 514(a) does not
apply to “qualified domestic relations orders” within the meaning of
ERISA section 206(d)(3)(B)(i).

Section 206(d)(1) of ERISA generally requires pension plans covered by
title 1 of ERISA to provide that plan benefits may not be assigned or
alienated. Section 206(d)(3)(A) of ERISA states that section 206(d)(1)
applies to an assignment or alienation of benefits pursuant to a
“domestic relations order,” wunless the order is determined to be a
“qualified domestic relations order” (QDRO). Section  206(d)(3)(A)
further provides that pension plans must provide for payment of benefits
in accordance with the applicable requirements of any QDRO.

Section 206(d)(3)(B) of ERISA defines the terms *“qualified domestic
relations order” and “domestic relations order” for purposes of section
206(d)(3) as  follows:

(B) For purposes of [section 206(d)(3)] —

(i) the term *“qualified domestic relations order” means a
domestic relation order—

() which creates or recognizes the existence of an
alternate payee’s right to, or assigns to an
alternate payee the right to, receive all or a
portion of the benefits payable with respect to a
participant under a plan, and

(I with respect to which the requirements of
subparagraphs (C) and (D) are met, and

(ii) the term “domestic relations order” means any
judgment, decree, or order (including approval of a
property settlement agreement) which —

(I) relates to the provision of child support,
alimony payments, or marital property rights to a
spouse, former spouse, child, or other dependent of a
participant, and

(I is made pursuant to a State domestic relations
law (including a community property law). (emphasis
added)
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The term *“alternate payee” is defined by ERISA section 206(d)(3)(K) to
mean “any spouse, former spouse, child, or other dependent of a participant
who is recognized by a domestic relations order as having a right to
receive all, or a portion of, the benefits payable under a plan with
respect to such participant.”

Sections 514(b)(7) and 206(d)(3) of ERISA were enacted as part of the
Retirement Equity Act of 1984 (REA), which aimed primarily at assuring
greater and more equitable opportunity for women working as employees
or homemakers to receive private pension income. The legislative
history of the QDRO provisions of REA contains numerous statements
indicating that Congress was focusing on the division of pension
benefits in marital dissolution or dependent support situations. For
example, Congressman William Clay described the QDRO provisions during
a House floor debate on the legislation as follows:

Finally, women may be denied their right to pension
benefits by the dissolution of a marriage by divorce,
regardless of how many years she served as an economic
partner to a man covered by a pension plan. Even in cases in
which the State domestic relations court is willing to
consider the pension an asset of the marriage and award the
ex-wife a share of it, her rights have been thwarted. Pension
plans have refused to honor those court orders claiming that
they required an impermissible assignment of benefits and
were preempted by ERISA.

H.R. 4280 makes it clear that honoring a Ilegitimate
State court order awarding an ex-spouse some or all of a
worker’s pension does not violate the antiassignment clause
of ERISA. In addition, the legislation creates an exception
from ERISA’s broad preemption of State laws for qualified
domestic relations orders.?

Moreover, the report of the Senate Committee on Finance made specific
mention of state community property laws in observing that “[s]everal
cases have arisen in which courts have been required to determine
whether the ERISA preemption and spendthrift provisions apply to family
support obligations (e.g. alimony, separate maintenance, and child
support obligations).* The report noted “[tlhere is a divergence of

3130 Cong. Rec. 13327 (1984).

‘S. Rep. No. 575, 98" Cong., 2d Sess. 18 (1984).
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opinion among the courts as to whether ERISA preempts State community
property laws insofar as they relate to the rights of a married couple
to benefits under a pension, etc., plan,” 5 and cited two cases in which
application of state community property law to pension benefits was at
issue in the context of marital dissolution proceedings.®

It thus appears Congress generally intended that the QDRO provisions of
ERISA would have application in those court proceedings conducted
primarily to resolve domestic relations issues. With respect to ERISA
section 206(d)(3)(B)(ii)(I), it is the view of the Department of Labor
that Congress intended the QDRO provisions to encompass state community
property laws only insofar as such laws would ordinarily be recognized
by courts in determining alimony, property settlement and similar
orders issued in domestic relations proceedings. We find no indication
Congress contemplated that the QDRO provisions would serve as a mechanism
in  which a non-participant spouse’s interest derived only from state
property law could be enforced against a pension plan.

In the case at hand, the Court Order was issued in a probate proceeding
and would recognize an interest in pension benefits of the surviving
spouse solely on the basis of the state community property law. Consistent
with the views discussed above, it is the opinion of the Department of
Labor that the Court Order is not a “domestic relations order” within
the meaning of section 206(d)(3)(B)(ii) of ERISA and, therefore, does
not constitute a QDRO for purposes of sections 206(d)(3) and 514(b)(7)
of ERISA. Accordingly, it is the opinion of the Department of Labor
that the Court Order is unenforceable against the Plan.

This letter constitutes an advisory opinion under ERISA Procedure 76-1.
Section 10 of the procedure explains the effect of advisory opinions.

Sincerely,
Robert J. Doyle

Director of Regulations
and Interpretations

°ld. 19.

5The cases cited were Stone v. Stone, 632 F. 2d 740 (9th Cir. 1980) and Francis v. United
Technology Corp.,458 F. Supp. 84 (N.D. Cal. 1978).
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AO 92-17A
Sec. 206(d)(3)

Aug. 21, 1992

Ms. Anne E. Neydon

Sachs, Kadushin, O’Hare
Helveston & Waldman, P.C.
1000 Farmer

Detroit, Michigan 48226

Dear Ms. Neydon:

The Internal Revenue Service has referred to us your request for
an advisory opinion on behalf of the Cement Masons’ Pension Trust Fund
(the Plan) concerning the application of the “qualified domestic relations
order” (QDRO) exception to the anti-assignment and alienation rules
contained in section 206(d)(3) of Title | of the Employee Retirement
Income Security Act of 1974 (ERISA), and sections 401(a)(13)(B) and
414(p) of the Internal Revenue Code of 1986 (the Code), to an order
from the Circuit Court for the County of Wayne, Michigan. Your
submission contains the following facts and representations.

The Plan is qualified under section 401(a) of the Code. The Plan
has received a proposed Qualified Domestic Relations Order (the Order)
in connection with a domestic relations proceeding in the Circuit Court
for the County of Wayne in the State of Michigan. The Order states that
X is a Plan participant whose benefit account is not in pay status. As
a result of such proceeding, a property division was entered into
between X and Y. The property division was executed prior to, and is
referenced in, the Order.

According to the terms of the Order, which you enclosed with your
letter, the Court approved the property division prior to granting an
annulment ab initio of the marriage between the parties. You represent
that, at the time of the property division and before the annulment,
the parties had been married for 38 years and the marriage had produced
six children. Under the Order, and pursuant to the terms of the
property division, Y is designhated as the “alternate payee” assigned
50% of the participant’s accrued benefit as of the date of the Order.
The Order further designates Y as the surviving spouse of X You
indicate that Michigan domestic relations law provides for the division
of property and the entry of such an order upon the annulment of a
marriage.?!

1Section 552.19 of the Michigan statute states that “upon the annulment of a marriage,
a divorce from the bonds of matrimony or a judgment of separate maintenance, the court
may make a further judgment for restoring to either party the whole, or such parts as it
shall deem just and reasonable, of the real and personal estate that shall have come to
either party by reason of the marriage, or for awarding to either party the value
thereof, to be paid by either party in money.” (MCLA 552.19)
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You request an opinion as to whether a state court correctly ruled
that a party to an annulled marriage (1) is a “former spouse” of a
participant for purposes of the definition of “alternate payee” in
section 206(d)(3)(K) of ERISA, and (2) is designhated as a “surviving
spouse” pursuant to section 206(d)(3)(F) of ERISA for purposes of the
joint and survivor and pre-retirement annuity provisions. In essence,
you are requesting an opinion on whether the plan administrator is
required to review such rulings as part of the process of determining
whether a domestic relations order is qualified under section 206(d)(3)
of ERISA.

Under the Retirement Equity Act of 1984, as amended (REA), the
Secretary of Labor has authority to issue regulations interpreting the
QDRO provisions in section 206(d)(3) of ERISA, as well as the parallel
provisions in sections 401(a)(13)(B) and 414(p) of the Code. To date,
the Department has not issued regulations interpreting these provisions.
Because your inquiry presents issues on which the answer seems to be
clear from the application of these statutory provisions to the facts
described, the Department has determined, in accordance with section
5.03 of ERISA Procedure 76-1, 41 Fed. Reg. 36281 (Aug. 27, 1976), that

it is appropriate to issue an advisory opinion in this case. For
convenience, references to Code sections that parallel provisions of
Title I of ERISA are omitted from the following discussion, but may be

assumed to be incorporated by reference when the parallel section in
Title 1 of ERISA is cited.

Section 206(d)(1) of ERISA generally requires pension plans covered
by Title | to provide that plan benefits may not be assigned or
alienated. Section 206(d)(3)(A) of ERISA states that section 206(d)(1)
applies to an assignment or alienation of benefits pursuant to a
“domestic relations order,” wunless the order is determined to be a
QDRO. Section 206(d)(3)(A) further provides that pension plans must
provide for payment of benefits in accordance with the applicable
requirements of any QDRO.

Section 206(d)(3)(B) of ERISA defines the terms “qualified domestic
relations order” and “domestic relations order” as follows:

(B) For purposes of [section 206(d)(3)] —

(i) the term “qualified domestic relations order” means a
domestic relations order —

(n which creates or recognizes the existence of an alternate
payee’s right to, or assigns to an alternate payee the right
to, receive all or a portion of the benefits payable with
respect to a participant under the plan, and

(I  with respect to which the requirements of subparagraphs
(C) and (D) are met, and
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(ii) the term “domestic relations order” means any judgement,
decree, or order (including approval of a property settlement
agreement) which —

(1) relates to the provision of child support, alimony
payments, or marital property rights to a spouse, former
spouse, child, or other dependent of a participant,and

(1'l) is made pursuant to a state domestic relations order.

Section 206(d)(3)(C) requires that in order for a domestic relations
order to be qualified such order must clearly specify (i) the name and
the last known mailing address (if any) of the participant and the name
and mailing address of each alternate payee covered by the order; (ii)
the amount or percentage of the participant’s benefits to be paid by
the plan to each such alternate payee, or the manner in which such
amount or percentage is to be determined; (iii) the number of payments
or period to which such order applies; and (iv) each plan to which the
order applies.

Section 206(d)(3)(D) specifies that a domestic relations order is
qualified only if such order does not require (i) the plan to provide
any type of benefit, or any option, not otherwise provided by the plan;
(ii) the plan to provide increased benefits (determined on the basis of
actuarial value); and (iii) the payment of benefits to an alternate
payee which are required to be paid to another alternate payee under
another order previously determined to be a qualified domestic relations
order.

The term “alternate payee” is defined by section 206(d)(3)(K) to
mean “any spouse, former spouse, child, or other dependent of a participant
who is recognized by a domestic relations order as having a right to
receive all, or a portion of, the benefits payable under a plan with
respect to such participant.”

Sections 206(d)(3)(F) of ERISA provides, with respect to the
joint and survivor and pre-retirement annuity provisions, that, to the
extent provided in any qualified domestic relations order:

(i) the former spouse of a participant shall be treated as
a surviving spouse of such participant for purposes of section
205 (and any spouse of the participant shall not be treated as
a spouse of the participant for such purposes), and

(ii) if married for at least 1 vyear, the surviving spouse
shall be treated as meeting the requirements of section 205(f).

Section 206(d)(3)(G) of ERISA requires the plan administrator to
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determine the qualified status of domestic relations orders received by
the plan, and to administer distributions wunder such qualified orders,
pursuant to reasonable procedures established by the plan. Upon receipt
of the order, the plan administrator must promptly notify the participant
and each alternate payee named in the order of its receipt by the plan
and of the plan’s procedures for determining the order’s qualified
status.

Based on the foregoing, when a pension plan receives an order
requiring that all or a part of the benefits payable with respect to a
participant be distributed to an alternate payee, the plan administrator
must determine that the judgment, decree or order is a “domestic
relations order” within the meaning of section 206(d)(3)(B)(ii) of
ERISA — i.e.,, that it relates to the provision of child support,
alimony payments, or marital property rights to a spouse, former
spouse, child or other dependent of the participant, and that it is
made pursuant to a State domestic relations law by a State authority
with jurisdiction over such matters. Additionally, the plan administrator
must determine that the order is qualified under the requirements of
section 206(d)(3)(B)(i) of ERISA. It is the view of the Department
that the plan administrator is not required by section 206(d)(3) or any
other provision of Title | to review the correctness of a determination
by a competent State authority that an individual is a “spouse,”
“former spouse,” “child,” *“other dependent” or “surviving spouse” of
the participant wunder state domestic relations law.?

With respect to your submission, you have represented that the
Order assigns to former spouse Y, as “alternate payee” 50% of participant
X’s accrued benefit under the Plan, and designates Y as the “surviving

spouse” of X. Further, you indicate that Michigan domestic relations
law provides for such a division of property upon the annulment of a
marriage. Accordingly, it is the view of the Department that, to the

extent the Order was executed by a court of competent jurisdiction
pursuant to Michigan domestic relations law, neither the determination
under the Order that Y is a “former spouse,” and thus meets the
requirements to be an “alternate payee” for purposes of section
206(d)(3)(B) of ERISA, nor the determination that Y is a “surviving
spouse” for purposes of section 206(d)(3)(F) of ERISA, are required to
be reviewed by the plan administrator. The Department expresses no
view regarding the qualified status of the domestic relations order in
this case.®

2While the question of whether an order is a qualified domestic relations order wunder
206(d)(3) of ERISA is a Federal question, determinations regarding an individual’s
status as a “spouse,” former spouse,” “child,” “other dependent” or “surviving spouse”
for purposes of a QDRO are questions of state law.

8As indicated in sections 5.01 and 5.04 of ERISA Procedure 76-1, the Department ordinarily
will not issue opinions on matters which are inherently factual in nature, or on the form
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This letter constitutes an advisory opinion under ERISA Procedure
76-1. Accordingly, it is issued subject to the provisions of the
procedure, including section 10 thereof relating to the effect of advisory
opinions.

Sincerely,

Robert J. Doyle

Director of Regulations

and Interpretations

or effect in operation of particular plan provisions. Accordingly, the Department will
not issue advisory opinions as to whether any particular domestic relations order
constitutes a QDRO, or whether a specific plan procedure for determining the qualified
status of domestic relations order satisfies the requirements of ERISA section
206(d)(3)(G)(ii).
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August 4, 1994

AO 94-32A
Mr. Homer L. Elliott ERISA SECTION
Drinker Biddle & Reath 404 (a)(1),
Philadelphia National Bank Building 206(d)(3)

Broad and Chestnut Streets
Philadelphia, PA 19107

Dear Mr. Elliott:

This responds to your request for an advisory opinion on behalf
of the VIZ Manufacturing Company (the Company) regarding its Savings
and Investment Profit-Sharing Plan (the Plan). Your request concerns
the application of the *“qualified domestic relations order” (QDRO)
exception to the anti-assignment and alienation rules contained in
section 206(d)(3) of Title | of the Employee Retirement Income
Security Act of 1974 (ERISA) and sections 401(a)(13)(B) and 414(p) of
the Internal Revenue Code of 1986 (the Code).! At issue is a
proposed amendment to the Plan that would allow the costs of
determining and administering a QDRO to be charged against the
account of the participant affected by the QDRO. Your submission
contains the following facts and representations.

The Plan is maintained to provide retirement benefits to
eligible employees. Consistent with the Plan documents, alienation
of benefits payable under the Plan is prohibited except in the case
of a QDRO or any domestic relations order entered before January 1,
1985.

The Plan has received and continues to receive domestic
relations orders that purport to be QDROs. In each instance the Plan
Administrator must comply with certain notice and procedural
requirements in determining whether the domestic relations order is a
QDRO. You represent that it is not unusual for a domestic relations
order to go through several modifications before it meets the
requirements necessary to be a QDRO and each time the Plan
Administrator may need to seek the advice of an attorney concerning
whether or not the order is a QDRO.

Section 14.4 of the Plan provides that Plan expenses shall be
paid solely out of the trust established with respect to the Plan.
You represent that the expenses incurred in the determination and
administration of any particular domestic relations order affect the
earnings available to be allocated to the accounts of all plan
participants. Further, you state that since the determination and

'References to the Internal Revenue Code sections that parallel these provisions of
Title I of ERISA are omitted from the following, but may be assumed to be incorporated
by reference when the parallel section of Title | is cited.
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administration of any particular domestic relations order does not
affect all participants and beneficiaries, but only the participant
(and any alternate payee(s)) subject to the domestic relations order,
the Company desires to amend the Plan to provide that the costs
associated with determining the qualified status of a domestic
relations order and with administering distributions under a QDRO be
charged against the account of the participant affected.

Section 206(d)(1) of ERISA generally requires pension plans

covered by Title | to provide that plan benefits may not be assigned
or alienated. Section 206(d)(3)(A) of ERISA states that section

206(d)(1) applies to an assignment or alienation of benefits pursuant
to a “domestic relations order,” unless the order is determined to

be a QDRO. Section 206(d)(3)(A) further provides that pension plans
must provide for payment of benefits in accordance with the
applicable requirements of any QDRO.

Section 206(d)(3)(B) of ERISA defines the terms *“qualified
domestic relations order” and “domestic relations order” as follows:

(B) For purposes of [section 206(d)(3)]--

(i) the term “qualified domestic relations order” means a
domestic relations order--

(N which creates or recognizes the existence of an
alternate payee’s right to, or assigns to an alternate
payee the right to, receive all or a portion of the
benefits payable with respect to a participant wunder the
plan, and

(I with respect to which the requirements of
subparagraphs (C) and (D) are met, and

(if) the term “domestic relations order” means any judgement,
decree, or order (including approval of a property settlement
agreement)  which--

(I) relates to the provision of child support, alimony
payments, or marital property rights to a spouse, former
spouse, child, or other dependent of a participant, and

(I is made pursuant to a state domestic relations law
(including a community property law).

Section 206(d)(3)(C) requires that in order for a domestic
relations order to be qualified such order must clearly specify (i)
the name and the last known mailing address (if any) of the
participant and the name and mailing address of each alternate payee
covered by the order; (ii) the amount or percentage of the
participant’s benefits to be paid by the plan to each such alternate
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payee, or the manner in which such amount or percentage is to be
determined; (iii) the number of payments or period to which such
order applies; and (iv) each plan to which the order applies.

Section 206(d)(3)(D) specifies that a domestic relations order
is qualified only if such order does not require (i) the plan to
provide any type of benefit, or any option, not otherwise provided by
the plan; (ii) the plan to provide increased benefits (determined on
the basis of actuarial value); and (iii) the payment of benefits to
an alternate payee which are required to be paid to another alternate
payee under another order previously determined to be a qualified
domestic relations  order.

Section 206(d)(3)(G) of ERISA requires the plan administrator to
determine the qualified status of domestic relations orders received
by the plan, and to administer distributions wunder such qualified
orders, pursuant to reasonable procedures established by the plan.
Upon receipt of the order, the plan administrator must promptly
notify the participant and each alternate payee named in the order of
its receipt by the plan and of the plan’s procedures for determining
the order’s qualified status.

Section 206(d)(3)(I) of ERISA specifies, among other things,
that if a plan fiduciary acts in accordance with part 4 of Title 1 of
ERISA in the administration of a domestic relations order, including
the determination of whether to treat a domestic relations order as
being (or not being) a qualified domestic relations order, then the
plan’s obligation to the participant and each alternate payee shall
be discharged to the extent of any payment made pursuant to ERISA.

Section 206(d)(3)(J)) of ERISA provides that a person who is an
alternate payee under a QDRO shall be considered a beneficiary under
the plan.

As appears from the foregoing, section 206(d)(3) of ERISA
expressly grants an alternate payee the right to receive pension plan
benefits payable under a QDRO. In general, it is the view of the
Department that a plan may not encumber the exercise of a right
mandated by Title | of ERISA by imposing conditions on the exercise
of the right that are not contemplated by the statute.? We note, in
this regard, that nothing in Titlel of ERISA requires or permits a
plan to impose any separate fees or costs (apart from the appropriate
allocation of reasonable administrative expenses of the plan as a

The Department distinguishes such statutorily-granted rights of participants and
beneficiaries from rights that a plan may, but is not required to, provide under Title |l
of ERISA. Thus, for example, under ERISA sections 404(c) and 408(b)(1), and the
Department’s implementing regulations, reasonable expenses associated with a
participant’s exercise of an option under the plan to direct investments or to take a
participant loan may be separately charged to the account of the individual participant,
provided such charges are consistent with Titles | and IV of ERISA and in accordance
with the documents and instruments governing the plan.
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whole) in connection with a determination of the status of a domestic
relations order or the administration of a QDRO.?

Accordingly, it is the view of the Department that imposing a
separate fee or cost on a participant or alternate payee (either
directly or as a charge against a plan account) in connection with a
determination of the status of a domestic relations order or
administration of a QDRO would constitute an impermissible
encumbrance on the exercise of the right of an alternate payee, under
Title Il of ERISA, to receive benefits under a QDRO. Additionally, in
the Department’s view, because Titlel of ERISA imposes specific
statutory duties on plan administrators regarding QDRO determinations
and the administration of QDROs, reasonable administrative expenses
thus incurred by the plan may not appropriately be allocated to the
individual participants and beneficiaries affected by the QDRO.*

This letter constitutes an advisory opinion under ERISA
Procedure 76-1. Accordingly, it is issued subject to the provisions
of the procedure, including section 10 thereof relating to the effect
of advisory opinions.

Sincerely,

Robert J. Doyle
Director of Regulations
and Interpretations

By contrast, Title | of ERISA expressly permits plans to impose separate
administrative costs in a variety of cases. For example, section 104(b)(4) of ERISA
states that the plan administrator may impose a reasonable charge to cover the cost of
furnishing copies of plan documents or instruments upon request of a participant or
beneficiary. See also, section 602 of ERISA, which permits a group health plan,
subject to certain conditions, to require the payment of 102% of the applicable premium
for any period of continuation coverage elected by an eligible participant or
beneficiary.

‘Of course, in administering QDROs, plan administrators must follow reasonable
procedures, as required under section 206(d)(3)(G), and must assure that the plan pays
only reasonable expenses of administering the plan, as required by sections 403(c)(1)
and 404(a)(1)(A) of ERISA. In this regard, it is the view of the Department that plan
fiduciaries must take appropriate steps to ensure that plan procedures are designed to
be cost effective and to minimize expenses associated with the administration of
domestic relations orders.
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September 29, 1999

Brian G. Belisle 99-13A
Oppenheimer Wolff & Donnelly LLP ERISA SEC.
Plaza VII 206(d)(3)
45 South Seventh Street

Suite 3400

Minneapolis, MN 55402-1609
Dear Mr. Belisle:

This is In response to your request on behalf of the UAL
Corporation (UAL) and United Air Lines, Inc. (United) for an
advisory opinion. Specifically, you ask how a plan administrator
should treat domestic relations orders the plan administrator has
reason to believe are “sham” or “questionable” in nature.’

UAL is a holding company. Its major wholly-owned subsidiary
is United. You represent that employees of United participate in
three pension plans — an employee stock ownership plan (the ESOP);
a 401(k) plan that is a profit sharing plan qualified under
section 401(a) of the Code (the 401(k) Plan); and a defined
benefit pension plan. The ESOP is a combination leveraged ESOP and
non-leveraged stock bonus plan that is qualified under section
401(a) of the Code. Substantially all of the assets in the ESOP
are invested in UAL stock.

You represent that the named plan administrator of the ESOP
is UAL. UAL has assigned many of its administrative duties under
the ESOP, including the duty to establish procedures for
determining whether a domestic relations order constitutes a
“qualified domestic relations order” (QDRO), to an ESOP Committee
consisting of employees of United. The ESOP Committee has
delegated to United’s Pension Programs Department (Pension
Programs) the responsibility of reviewing and determining whether
a domestic relations order received by the ESOP Committee is a
QDRO within the meaning of section 206(d)(3) of ERISA. Appeals of
QDRO determinations are made to the ESOP Committee.

You further represent that the ESOP permits an alternate
payee to request the immediate lump sum distribution of any
benefits under the plan that are assigned pursuant to the terms of
any domestic relations order that the ESOP Committee determines is
a QDRO. The ESOP otherwise permits lump sum distributions only
following a participant’s termination of employment (including by
way of the participant’s death).

You do not ask and we do not opine as to whether any of the individual domestic
relations orders at issue is “qualified” pursuant to section 206(d)(3) of the Employee
Retirement Income Security Act of 1974, as amended (ERISA) and section 414(p) of the
Internal Revenue Code (Code).
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The named plan administrator of the 401(k) Plan is United. United has
delegated the authority to control and manage the administration of the 401(k)
Plan, including the duty to establish procedures for determining whether a
domestic relations order constitutes a QDRO, to a Pension and Welfare Plans
Administration Committee (PAWPAC) consisting of employees of United. PAWPAC in
turn has delegated to Pension Programs the responsibility for reviewing and
determining whether a domestic relations order applying to the 401(k) Plan is
a QDRO. Appeals of a QDRO determination are made to PAWPAC. As with the ESOP,
the 401(k) Plan permits the immediate distribution of benefits under the plan
that are assigned pursuant to the terms of a QDRO. Although an alternate payee
may thus receive an immediate lump sum distribution from the 401(k) Plan,
participants or beneficiaries are entitled to distributions from the 401(k)
plan only following termination of employment (including by way of the
participant’s death) or upon financial hardship.

You represent that Pension Programs currently has under review 16
domestic relations orders concerning benefits under the ESOP and the 401(k)
Plan that Pension Programs believes may be “questionable” or ‘“sham” in nature.

You detail the grounds for Pension Programs’ suspicions as to the nature
of these domestic relations orders as follows. Pension Programs received
within a very short period of time five domestic relations orders from the
same lawyer (two of the orders were mailed in the same envelope). Each order
related to participants working in United’s maintenance facility located in
Indianapolis, Indiana. Each of the five orders identically provided for an
assignment of 100 percent of the participant’s benefit in the ESOP and the
401(k) Plan to an alternate payee. Each order made no provision for any
assignment of these participants’ benefits in United’s defined benefit pension
plan. In each of the orders, the alternate payee and participant were shown as
having the same address. Despite its suspicions, Pension Programs determined
that each of the five orders was qualified because they satisfied the
requirements of section 206(d)(3) of ERISA. In Pension Programs” view, these
orders differed from other domestic relations orders processed by Pension
Programs in that they dealt only with the ESOP and the 401(k)Plan; they
provided for assignment of 100 percent of the participant’s benefit; and they
showed the participant and alternate payee as having the same address.

After its determination that these five domestic relations orders were
QDROs, Pension Programs received and reviewed 16 other orders that had unusual
characteristics similar to those of the original five orders. These 16 orders
similarly provided for a 100 percent assignment of benefits payable under the
ESOP and/or the 401(k) Plan, made no mention of the defined benefit pension
plan, and specified in most cases that the alternate payee and participant

2Pension Programs processes between approximately 200 and 300 domestic relations orders
per year for all of its qualified retirement plans.
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shared the same address. You represent that Pension Programs performed
additional investigation in its review of these 16 domestic relations orders
to determine whether they were qualified.3 While these orders were pending
review with Pension Programs, two participants from the Indiana facility
called at different times to determine the status of the review of their
orders. You indicate that, during those conversations, each participant
asserted that his order was not one of the “fraudulent QDROs.” You represent
that these statements led Pension Programs to heighten its scrutiny of the 16
orders assigning 100 percent of the participant’s right to the ESOP and 401(k)
benefits.

You further represent that, after beginning its investigation of the 16
domestic relations orders in question, Pension Programs learned of a pamphlet
entitled “Retirement Liberation Handbook™” that was being distributed by at
least one United employee in the Indianapolis, Indiana area.’ The pamphlet
advocated, as a method of acquiring a distribution of pension plan benefits
before reaching retirement age, that participants and their spouses obtain a
divorce for the sole purpose of securing a court order assigning pension plan
benefits and then remarry. Such a sham divorce, according to the Liberation
Handbook, would enable the participant to obtain direct control over the
investment of the participant’s pension benefit. The Liberation Handbook also
suggested that single employees could go through a sham marriage and
subsequent divorce, by paying an individual a percentage of the anticipated
pension distribution as compensation for acting as spouse, or could instead
quit employment in order to obtain a similar early distribution and later get
rehired. The Handbook described in some detail how distributions from pension
plans are handled for tax purposes and discussed various options for
distributions and investments of the distributions.

After reviewing the Liberation Handbook, Pension Programs determined
that all of the 16 orders in question, as well as the original Ffive orders it
had previously deemed qualified, had significant similarities to the specific
format promoted by the Liberation Handbook. For example, two of the initial
five orders requested that distribution be made to an inappropriate account
named in the Liberation Handbook.

In addition, all of the orders identified by Pension Programs as
questionable relate to the ESOP and 401(k) benefits of employees who, at the
time of the order, resided in the Indianapolis area and were in related work
groups, and all had a number of common characteristics not typically seen in
Pension Programs” review of domestic relations orders. Included in these were
rapid remarriage and continued use by the putative alternate payee of United’s
no-cost travel for spouses.

3You represent that United pays all expenses related to the administration of domestic
relations orders and QDROs, including all of the investigative efforts relating

to any questionable QDROs and all legal expenses. You state that no plan assets of
either the ESOP or the 401(k) Plan have been used directly or indirectly to pay

for the expenses of investigating the QDROs at issue here.

“The Liberation Handbook apparently first appeared in the classified section of a local
advertising exchange.
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You represent that Pension Programs engaged local counsel in Indiana
to determine whether and to what extent the questionable domestic relations
orders might be valid under Indiana law. Indiana counsel opined that, if the
orders had been obtained as promoted by the Liberation Handbook, (i) the
participant and alternate payee would have committed perjury; (ii) the
parties would be in contempt of court; (iii) the order would have been
fraudulently obtained; and (iv) if the foregoing could be established to the
satisfaction of a judge, the order likely would be vacated by the court.

You have asked for an advisory opinion as to whether, and if so when, a
plan administrator may investigate or question a domestic relations order
submitted for review to determine whether it is a valid “domestic relations
order” under State law for purposes of section 206(d)(3)(B) of ERISA.

Section 206(d)(1) of ERISA generally requires pension plans covered by
Title 1 of ERISA to provide that plan benefits may not be assigned or
alienated. Section 206(d)(3)(A)of ERISA states that section 206(d)(1)
applies to an assignment or alienation of benefits pursuant to a ‘“domestic
relations order” unless the order is determined to be a “qualified domestic
relations order” (QDRO). Section 206(d)(3)(A)further provides that pension
plans must provide for payment of benefits in accordance with the applicable
requirements of any QDRO.

Section 206(d)(3)(B) of ERISA defines the terms “qualified domestic
relations order” and “domestic relations order” for purposes of section
206(d)(3) as follows:

B) For purposes of [section 206(d)(3)] -

(i) the term “qualified domestic relations order” means a domestic
relations order —

(1) which creates or recognizes the existence of an alternate
payee’s right to, or assigns to an alternate payee the right
to, receive all or a portion of the benefits payable with
respect to a participant under a plan, and

(1) with respect to which the requirements of subparagraphs (C)
and (D) are met, and

(ii) the term “domestic relations order” means any judgment, decree,
or order (including approval of a property settlement
agreement)which —

(1) relates to the provision of child support, alimony payments,
or marital property rights to a spouse, former spouse, child,
or other dependent of a participant, and

(1) is made pursuant to a State domestic relations law (including
a community property law).
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Section 206(d)(3)(C) requires that in order for a domestic relations
order to be qualified such order must clearly specify (i) the name and the
last known mailing address (if any) of the participant and the name and
mailing address of each alternate payee covered by the order; (ii) the amount
or percentage of the participant’s benefits to be paid by the plan to each
such alternate payee, or the manner in which such amount or percentage is to
be determined; (iii) the number of payments or period to which such order
applies; and (iv) each plan to which the order applies.

Section 206(d)(3)(D) specifies that a domestic relations order is
qualified only if such order does not require (i) the plan to provide any type
of benefit, or any option, not otherwise provided by the plan; (ii) the plan
to provide increased benefits (determined on the basis of actuarial value);
and (iii) the payment of benefits to an alternate payee that are required to
be paid to another alternate payee under another order previously determined
to be a qualified domestic relations order.

Section 206(d)(3)(G) of ERISA requires the plan administrator to
determine the qualified status of domestic relations orders received by the
plan and to administer distributions under such qualified orders, pursuant to
reasonable procedures established by the plan. In administering QDROs, plan
administrators must follow the plan’s reasonable procedures, as required under
section 206(d)(3)(G), and must assure that the plan pays only reasonable
expenses of administering the plan, as required by sections 403(c)(1) and
404(a) (1) (A) of ERISA. In this regard, plan fiduciaries must take appropriate
steps to ensure that plan procedures are designed to be cost effective and to
minimize expenses associated with the administration of domestic relations
orders. See Advisory Opinion 94-32A (Aug. 4, 1994).

When a pension plan receives an order requiring that all or a part of
the benefits payable with respect to a participant be paid to an alternate
payee, the plan administrator must determine that the judgment, decree or
order is a “domestic relations order” within the meaning of section
206(d) ) (B) (i) of ERISA — i.e., that it relates to the provision of child
support, alimony payments, or marital property rights to a spouse, former
spouse, child or other dependent of the participant and that it is made
pursuant to State domestic relations law by a State authority with
Jurisdiction over such matters. Additionally, the plan administrator must
determine that the order is qualified under the requirements of section
206(d)(3) of ERISA. It is the view of the Department that the plan
administrator is not required by section 206(d)(3) or any other provision of
Title 1 to review the correctness of a determination by a competent State
authority pursuant to State domestic relations law that the parties are
entitled to a judgment of divorce. See Advisory Opinion 92-17A (Aug. 21,
1992). Nevertheless, a plan administrator who has received a document
purporting to be a domestic relations order must carry out his or her
responsibilities under section 206(d)(3) in a manner consistent with the
general fiduciary duties in part 4 of Title 1 of ERISA.
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For example, if the plan administrator has received evidence calling
into question the validity of an order relating to marital property rights
under State domestic relations law, the plan administrator is not free to
ignore that information. Information indicating that an order was
fraudulently obtained calls into question whether the order was issued
pursuant to State domestic relations law, and therefore whether the order is
a “domestic relations order” under section 206(d)(3)(C). When made aware of
such evidence, the administrator must take reasonable steps to determine its
credibility. If the administrator determines that the evidence is credible,
the administrator must decide how best to resolve the question of the
validity of the order without inappropriately spending plan assets or
inappropriately involving the plan in the State domestic relations
proceeding. The appropriate course of action will depend on the actual facts
and circumstances of the particular case and may vary depending on the
fiduciary’s exercise of discretion. However, iIn these circumstances, we note
that appropriate action could include relaying the evidence of invalidity to
the State court or agency that issued the order and informing the court or
agency that its resolution of the matter may affect the administrator’s
determination of whether’ the order is a QDRO under ERISA. The plan
administrator’s ultimate treatment of the order could then be guided by the
State court or agency’s response as to the validity of the order under State
law. If, however, the administrator is unable to obtain a response from the
court or agency within a reasonable time, the administrator may not
independently determine that the order is not valid under State law and
therefore is not a “domestic relations order” under section 206(d)(3)(C),
but should rather proceed with the determination of whether the order is a
QDRO.

This letter constitutes an advisory opinion under ERISA Procedure 76-1,
41 Fed. Reg. 36281 (1976). Accordingly, this letter is issued subject to the
provisions of that procedure, including section 10 thereof, relating to the
effect of advisory opinions.

Sincerely,

Susan G. Lahne

Acting Chief, Division of
Fiduciary Interpretations
Office of Regulations
and Interpretations

SAppropriate action could take other forms, depending on the circumstances and the
fiduciary’s assessment of the relative costs and benefits, including actual intervention
in or initiation of legal proceedings in State court.
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July 12, 2000

Gail Inman-Campbell 2000-09A
Walker, Campbell & Campbell ERISA SEC.
Suite 201 Security Plaza 206(d)(3)

P.0O. Box 1940
Harrison, Arkansas 72602-1940

Dear Ms. Inman-Campbell:

This is in response to your request for an advisory opinion under
section 206(d)(3) of ERISA. You raise questions regarding the proper
treatment of a domestic relations order that assigns to an alternate payee a
“company-paid survivor benefit.” The terms of the affected pension plan
makes this company-paid survivor benefit payable only to a beneficiary
designated by the participant from within a limited class of individuals
(either the participant’s surviving spouse, the participant’s minor child or
children, or the participant’s parent or parents). According to your
representations, the survivor benefit in question is not the qualified joint
and survivor annuity (QJSA) benefit that is mandated by section 205 of
ERISA, but is provided by the plan in addition to the QJSA benefit.
Specifically, you ask whether an order requiring the company-paid survivor
benefit to be paid to the participant’s former spouse, who had been named by
the participant as the designated beneficiary under the plan prior to the
divorce and as of the date of the participant’s retirement, could constitute
a “qualified domestic relations order” (QDRO) within the meaning of section
206(d)(3) of ERISA.

You represent the applicable facts to be as follows. The plan
participant was married when he retired from employment. In connection with
his retirement, the participant and his then-wife' executed the necessary
forms to entitle him to begin to receive his retirement benefits under the
employer’s defined benefit pension plan (the Plan).”? You further state that
the participant elected, with his wife’s consent, to decline to receive his
benefits under the Plan in the form of a qualified joint and survivor
annuity (QJSA) and elected instead to receive a single life annuity. The
consent form executed by the participant’s wife stated:

I, [the participant’s spouse], hereby acknowledge that 1 have read the
notification on the reverse side regarding post-retirement survivor
benefits under the [Plan] and consent to waive my right to receive
such benefits as the participant’s spouse under the Retirement Equity

1IAl'though the participant and his wife were married at the time he retired, they
subsequently divorced. For the sake of clarity, and because the change in status is
relevant to the analysis, this opinion refers to the participant’s former spouse
variously (depending on the relevant time period) as either the participant’s wife or the
participant’s former wife.

°The Department does not interpret the terms of individual pension plans and has
relied, in reaching the conclusions expressed herein, on your representations as to the
terms of the Plan and the manner in which those terms are interpreted by the Plan
administrator. The Department takes no position regarding the correctness of the
representations.

64 Appendi x A



-2-
Act. | also understand that my spouse has authority to specify a
beneficiary without my knowledge or consent and that I will not
receive any benefit under the Plan unless specified as a beneficiary
by my spouse.

You represent that, in addition to providing the QJSA form of benefit,
the Plan provides a company-paid survivor benefit (described below), to which
the participant had earned a vested right. This company-paid survivor benefit
provides monthly payments to ‘“the surviving spouse of an active employee, the
spouse at retirement of a former employee, or a survivor or survivors
specified by [the participant] in such a manner as the Board of Benefits and
Pensions may prescribe.” Plan, Section VI.A (1). You state that the Plan
generally limits the categories of survivors whom the participant may
designate to receive the company-paid survivor benefit to the following:

(1) the employee’s spouse (with payments to minor children following the
spouse’s death); (2) the employee’s minor children; or (3) a parent or
stepparent of the employee.

In connection with his retirement, the participant designated his wife,
together with their then-minor child, as the beneficiaries for the company-
paid survivor benefit. That designation has remained in effect unchanged
since it was executed. The participant began receiving monthly annuity
benefits under the Plan at his retirement and has continued receiving such
benefits since that time.

A state court some time later issued a divorce decree dissolving the
marriage of the participant and his wife. Thereafter, a Nunc Pro Tunc
Supplemental Divorce Decree, (the domestic relations order)f described a
division of the participant’s benefits under the Plan. The domestic relations
order assigned to the former wife, as alternate payee, a certain portion of
the participant’s life annuity payments. The domestic relations order further
provided that the former wife “shall be treated as a surviving spouse, as she
was the Participant’s spouse at his retirement, and that [she] shall receive
the employer paid survivor benefits as stated under [the plan].”

After the domestic relations order was submitted to the Plan, the Plan
Administrator rejected the domestic relations order as not qualified with
respect to the provision of survivor benefits, stating:

The order attempts to force the Plan to provide a type or form
of benefit not otherwise available under the Plan. As explained
in previous determination reports, there are no survivor
benefits available for any alternate payee. There are no
survivor benefits available for [the participant’s ex-wife]. The

3An earlier order that had purported to assign the right of a surviving spouse to
receive survivor benefits in the form of the qualified joint and survivor annuity (QJSA)
under section 205 of ERISA (section 401(a)(11) of the Internal Revenue Code) to the
participant’s former wife was rejected by the Plan as not qualified because the former
wife had validly consented to the waiver of those rights. You represent that the former
wife does not dispute that she properly waived her right under federal law to receive
survivor benefits in the form of a QJSA.
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court cannot award the Company-paid survivor benefit to [the
participant’s ex-wife] because she is not a Plan-qualified
beneficiary. The court cannot award a non-existent benefit to an
alternate payee.

* * X X X

At his retirement, [the participant] designated his spouse, [the
participant’s former wife], as the beneficiary for the Company-
paid survivor benefit. Pursuant to the terms of the Plan, the
Company-paid survivor benefit can be paid only to a Plan-
qualified beneficiary — spouse, minor children, parent, or
stepparent, not a former spouse. At the time of his retirement,
[the participant] designated his spouse and a minor child to
receive the Company-paid survivor benefit. During the remaining
10+ years that the parties remained married, [the participant]
controlled the beneficiary designation for the Company-paid
survivor benefit. At any time during the remainder of the
marriage, [the participant] could change the beneficiary to any
other Plan-qualified beneficiary or to no one without [the
participant’s former wife’s] consent.

(Emphasis original).

You ask whether the Plan is correct in concluding that, in ordering the
company-paid survivor benefit to be paid to the participant’s former wife, the
domestic relations order would require the Plan to provide a “type or form of
benefit, or [an] option not otherwise provided” under the Plan, which is not
permitted under section 206(d)(3)(D)(i) of ERISA. As explained below, it is
the view of the Department that the Plan erred in reaching this conclusion.

Section 206(d)(1) of ERISA generally requires pension plans covered by
Title 1 of ERISA to provide that plan benefits may not be assigned or
alienated. Section 206(d)(3)(A) of ERISA states that section 206(d)(1) applies
to an assignment or alienation of benefits pursuant to a “domestic relations
order,” unless the order is determined to be a “qualified domestic relations
order.” Section 206(d)(3)(A) further provides that pension plans must provide
for payment of benefits in accordance with the applicable requirements of any
QDRO.

Section 206(d)(3)(B) of ERISA defines the terms “qualified domestic relations
order” and “domestic relations order” for purposes of section 206(d)(3) as
follows:

(B) For purposes of [section 206(d)(3)] -

(1) the term “qualified domestic relations order” means a
domestic relations order —

) which creates or recognizes the existence of an

alternate payee’s right to, or assigns to an
alternate payee the right to, receive all or a
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portion of the benefits payable with respect to a
participant under a plan, and

(11) with respect to which the requirements of
subparagraphs (C) and (D) are met, and

(ii) the term “domestic relations order” means any judgment,
decree, or order (including approval of a property
settlement agreement) which —

@)) relates to the provision of child support, alimony
payments, or marital property rights to a spouse,
former spouse, child, or other dependent of a
participant, and

(1) is made pursuant to a State domestic relations law
(including a community property law).

Section 206(d)(3)(D) specifies that a domestic relations order is
qualified only if such order does not require (i) the plan to provide any type
of benefit, or any option, not otherwise provided by the plan; (ii) the plan
to provide increased benefits (determined on the basis of actuarial value);
and (iii) the payment of benefits to an alternate payee which are required to
be paid to another alternate payee under another order previously determined
to be a qualified domestic relations order.

Section 206(d)(3)(F) of ERISA provides, with respect to the joint and
survivor and pre- retirement annuity provisions in ERISA, that, “[t]o the
extent provided in any qualified domestic relations order”:

(1) the former spouse of a participant shall be treated as a
surviving spouse of such participant for purposes of section
205 (and any spouse of the participant shall not be treated
as a spouse of the participant for such purposes), and

(ii1) 1if married for at least 1 year, the surviving spouse shall
be treated as meeting the requirements of section 205(F).

It is our view that section 206(d)(3)(F) does not, in itself, limit
the scope of the survivor benefits that may be assigned to an alternate
payee pursuant to section 206(d)(3)(B). Rather, the general scope of
permissible assignment is defined by section 206(d)(3)(B) itself, as limited
by sections 206(d)(3)(C) and 206(d)(3)(D).* Section 206 (d)(3)(B) provides

4Section 206(d)(3)(F) provides an additional right that may be assigned to an alternate
payee: the right to be treated as if the divorce had not occurred with respect to the
survivor rights created by section 205 of ERISA. The section 205 rights include, but
extend beyond, the right to receive the survivor portion of the joint and survivor
annuity form of benefit payment that must be provided as the normal form of payment
under a plan subject to section 205. Section 206(d)(3)(E) further permits alternate
payees to be afforded the right to receive benefit payments as of a participant’s
“earliest retirement age,” rather than when the participant is entitled to receive
benefit payments.
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broadly for the possibility of assigning not merely “benefits payable to a
participant,” but “all or a portion of the benefits payable with respect to
a participant under a plan.” In using this particular language, Congress
made clear that the QDRO provisions are intended to enable State courts or
agencies to assign any and all benefits payable under a plan that a
participant had earned through employment.

Further, any assignment effected by a QDRO necessarily has the effect
of requiring the substitution of an alternate payee for the individual
(participant or beneficiary) who would otherwise be entitled to receive the
benefit under the terms of the plan in question. The Plan’s conclusion that
such a substitution would require the Plan to provide a “type or form of
benefit, or any option, not otherwise provided” under the Plan, in violation
of section 206(d)(3)(D), thus, proves too much. Such an argument would
invalidate any assignment of benefits pursuant to a domestic relations order.

In this case, the alternate payee was the individual actually designated
by the participant as his beneficiary to receive the Company-paid survivor
benefit. At his retirement, and until their subsequent divorce, the alternate
payee was also within the class of individuals expressly entitled under the
terms of the Plan to be named as beneficiary. The order did no more than
preserve the alternate payee’s status as a spouse with respect to the
Company-paid survivor benefit when the divorce would otherwise have altered
that status. The assignment effected by the order, thus, would not require
the Plan to provide a type or form of benefit, or an option not otherwise
provided under the Plan. It is the view of the Department that, under the
circumstances of this case as you have described them, the Plan
Administrator erred in concluding that an order that named a participant’s
former spouse as beneficiary for the Company-paid survivor benefit would
violate the limitations imposed by section 206(d)(3)(D) and therefore could
not constitute a QDRO.°

This letter constitutes an advisory opinion under ERISA Procedure 76-1,
41 Fed. Reg. 36281 (1976). Accordingly, this letter is issued subject to the
provisions of that procedure, including section 10 thereof, relating to the
effect of advisory opinions.

Sincerely,

Louis Campagna

Chief, Division of
Fiduciary Interpretations
Office of Regulations

and Interpretations

5A domestic relations order, nonetheless, could not be deemed to be qualified if it

assigned benefits that have already been paid or have been validly waived under a plan.
For example, if an alternate payee has validly waived QJSA rights, as the participant’s
former wife apparently did when the participant retired, a subsequently issued domestic
relations order could not require a plan to provide QJSA rights to the alternate payee.
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June 1, 2001

Lee Sapienza 2001-06A
Chief, Bureau of Policy and Planning ERISA SEC.
Division of Child Support Enforcement 206(d)(3)

Office of Temporary and Disability Assistance
40 North Pearl Street
Albany, NY 12243-0001

Dear Mr. Sapienza:

This is In response to your request for guidance regarding the qualified
domestic relations order (QDRO) provisions of the Employee Retirement Income
Security Act of 1974, as amended (ERISA).l In particular, you ask whether an
income withholding notice issued by the New York State Office of Temporary and
Disability Assistance, Division of Child Support Enforcement (DCSE), or a
county child support enforcement agency operating under DCSE guidelines, is a
“judgment, decree, or order” within the meaning of section 206(d)(3)(B)(ii) of
ERISA.

DCSE is a State agency that administers the programs under Part D of
Title 1V of the Social Security Act (Title 1V-D), generally known as the Child
Support Enforcement (CSE), or 1V-D, program, for the State of New York. The
Federal Office of Child Support Enforcement (OCSE), Department of Health and
Human Services, has the responsibility to establish standards for State 1V-D
agencies, and manages the distribution of Federal funding to the State IV-D
agencies.

Section 466(a) of the Social Security Act (the Act) requires that, as a
condition for receiving Federal funding under Title 1V-D, States have
procedures to effectuate withholding from the income of obligors amounts
payable as child support in cases that are subject to enforcement by the
State. Section 466(b) of the Act prescribes procedures that the States must
provide for with respect to such income withholding. That section also defines
“income” for purposes of the withholding requirements to include periodic
payments due to an individual pursuant to a pension or retirement program. You
represent that State IV-D agencies, including DCSE, routinely issue income
withholding notices pursuant to Federal and State law to enforce child support
orders against obligor parents. The child support orders are made
pursuant to State family or domestic relations law. The income withholding
notices may seek to enforce the child support obligation from various sources
of income, including benefits due to a participant in a pension plan.

You represent that notices issued by DCSE and county child support
enforcement agencies are frequently determined not to be QDROs by plan

lReferences to the Internal Revenue Code sections that parallel the provisions of
section 206(d)(3) of ERISA (the QDRO provisions) are omitted from the following, but
may be assumed to be incorporated by reference when the parallel provision of section
206(d)(3) is cited.
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administrators. You represent that these plan administrators contend that an
income withholding notice is not a “judgment, decree, or order,” and
therefore not a “domestic relations order” as defined in section
206(d)(3)(B)(ii) of ERISA. As a result, when a pension plan rejects an
income withholding notice, DCSE or the county child support enforcement
agency must obtain a court order requiring the plan to withhold the
necessary child support payments, which order then generally will be
accepted as a QDRO by plan administrators.

Section 206(d)(1) of ERISA generally requires that benefits provided
under a pension plan may not be assigned or alienated. Section 206(d)(3)(A)
of ERISA provides that the anti- assignment and alienation provisions of
section 206(d)(1) apply to the assignment or alienation of benefits pursuant
to a “domestic relations order,” unless the order is determined to be a
“qualified domestic relations order.” Section 206(d)(3)(A) further provides
that pension plans must provide for the payment of benefits in accordance
with the applicable requirements of any QDRO.

Section 206(d)(3)(B) of ERISA defines the term “qualified domestic
relations order” for purposes of section 206(d)(3) as a domestic relations
order “which creates or recognizes the existence of an alternate payee’s
right to, or assigns to an alternate payee the right to, receive all or a
portion of the benefits payable with respect to a participant under a plan,”
and which meets the requirements of section 206(d)(3)(C) and (D).?

The term “domestic relations order” is defined in section
206(d)(B)(B)(ii) as “any judgment, decree, or order (including approval of a
property settlement agreement) which relates to the provision of child
support, alimony payments, or marital property rights to a spouse, former
spouse, child, or other dependent of a participant, and is made pursuant to
a State domestic relations law (including a community property law).”

2Section 206(d)(3)(C) provides that in order for a domestic relations order to be
qualified, the order must clearly specify (i) the name and last known mailing address
(if any) of the participant and the name and mailing address of each alternate payee
covered by the order; (ii) the amount or percentage of the participant’s benefits to
be paid by the plan to each such alternate payee, or the manner in which such amount
or percentage is to be determined; (iii) the number of payments or period to which
such order applies; and (iv) each plan to which the order applies.

Section 206(d)(3)(D) specifies that a domestic relations order is not qualified if it
requires (i) the plan to provide any type of benefit, or any option, not otherwise
provided by the plan; (ii) the plan to provide increased benefits (determined on the
basis of actuarial value); or (iii) the payment of benefits to an alternate payee
which are required to be paid to another alternate payee under another order
previously determined to be a qualified domestic relations order. Section 206(d)(3)(E)
provides that an order may not provide that an alternate payee receive a benefit
earlier than the date on which the participant reaches his or her “earliest retirement
age,” unless the plan permits payments at an earlier date. “Earliest retirement age”
is defined as the earlier of (1) the date on which the participant is entitled to
receive a distribution under the plan, or (2) the later of (a) the date the
participant reaches age 50 or (b) the earliest date on which the participant could
begin receiving benefits under the plan if the participant separated from service with
the employer.
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The term “alternate payee” is defined by ERISA section 206(d)(3)(K) to
mean “any spouse, former spouse, child or other dependent of a participant
who is recognized by a domestic relations order as having a right to receive
all, or a portion of, the benefits payable under a plan with respect to such
participant.”

Section 206(d)(3)(G) of ERISA requires the plan administrator to
determine whether a domestic relations order received by the plan is
qualified, and to administer distributions under such qualified orders,
pursuant to reasonable procedures established by the plan.

When a pension plan receives an order requiring that all or part of
the benefits payable with respect to a participant be distributed to an
alternate payee, the plan administrator must determine that the judgment,
decree, or order is a “domestic relations order” within the meaning of
section 206(d)(3)(B)(ii) of ERISA - i.e., that it relates to the provision
of child support, alimony payments, or marital property rights to a spouse,
former spouse, child, or other dependent of the participant, and that it is
made pursuant to a State domestic relations law by a State authority with
Jurisdiction over such matters. Additionally, the plan administrator must
determine that the order is qualified under the requirements of section
206(d)(3)(B) (i) of ERISA.

It is the view of the Department that an income withholding notice
issued by DCSE or county child support enforcement agencies (as described in
your submission) as part of the State’s IV-D program, is a “domestic relations
order” as defined in section 206(d)(3)(B)(ii) of ERISA. The notice relates to
the provision of child support to a child of a participant in a pension plan,
enforces a child support order that is made pursuant to State family or
domestic relations law, and is made by DCSE or a county child support
enforcement agency, which have jurisdiction over child support matters. We
note in particular that section 206(d)(3)(B)(ii) does not specify that in
order for a judgment, decree, or order to be a ‘“domestic relations order” for
the purposes of section 206(d)(3) that it must be issued by a court.

While a withholding notice issued by DCSE may constitute a “domestic relations
order” for purposes of section 206(d)(3) of ERISA, the administrator of a
pension plan that receives such a notice is still obligated to determine
whether the notice is a “qualified domestic relations order” as defined in
section 206(d)(3)(B). Whether any notice issued by the State, including the
“Order/Notice To Withhold Income For Child Support” (the form developed by
OCSE that State IV-D agencies are required to use to enforce child support
obligations), satisfies the requirements of section 206(d)(3)(C) and (D) is
an inherently factual question on which the Department is unable to opine.
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This letter constitutes an advisory opinion under ERISA Procedure 76-
1. Accordingly, it is issued subject to the provisions of the procedure,
including section 10 thereof relating to the effect of advisory opinions.

Sincerely,

Louis Campagna

Chief, Division of Fiduciary
Interpretations

Office of Regulations

and Interpretations
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The following first appeared in the Federal Register, Volume 41, No. 168, pg. 36281,
August 27, 1976.

ERISA Proc. 76-1—Procedure for ERISA Advisory Opinions.

It is the practice of the Department of Labor (the Department)
to answer inquiries of individuals or organizations affected, directly
or indirectly, by the Employee Retirement Income Security Act of 1974
(Pub. L. 93-406, hereinafter “the Act”) as to their status under the
Act and as to the effect of certain acts and transactions. The answer
to such inquiries are categorized as “information letters” and
“advisory opinions.” This “ERISA Procedure” (ERISA Proc. 76-1)
describes the general procedures of the Department in issuing
information letters and advisory opinions under the Act, and is
designed to promote efficient handling of inquiries and to facilitate
prompt responses.

Section 7 of this procedure (instructions to individuals and
organizations requesting advisory opinions relating to prohibited
transactions and common definitions) is reserved. This section will
set forth the procedures to be followed to obtain an advisory opinion
relating to prohibited transactions and common definitions, such as
whether a person is a party in interest and a disqualified person. In
general, this section will incorporate a revenue procedure to be
published by the Internal Revenue Service.

This advisory opinion procedure consists of rules of agency
procedure and practice, and is therefore excepted under 5 U.S.C.
552(b)(3)(A) of the Administrative Procedure Act from the ordinary
notice and comment provisions for agency rulemaking. Accordingly, the
procedure is effective August 27, 1976.

SEC. 1. Purpose. The purpose of this ERISA Procedure is to
describe the general procedures of the Department of Labor (the
Department) in issuing information letters and advisory opinions to
individuals and organizations wunder the Employee Retirement Income
Security Act of 1974 (Pub. L. 93-406), hereinafter referred to as *“the
Act.” This ERISA Procedure also informs individuals and organizations,
and their authorized representatives, where they may direct requests
for information letters and advisory opinions, and outlines procedures
to be followed in order to promote efficient handling of their
inquiries.

SEC. 2. General practice. It is the practice of the Department

to answer inquiries of individuals and organizations, whenever
appropriate, and in the interest of sound administration of the Act,
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as to their status under the Act and as to the effects of their acts
or transactions. One of the functions of the Department is to issue
information letters and advisory opinions in such matters.

SEC. 3. Definitions. .01 An “information letter” is a written
statement issued either by the Pension and Welfare Benefit Programs
(Office of Employee Benefit Security), U.S. Department of Labor,
Washington, D.C. or a Regional Office or an Area Office of the Labor-
Management Services Administration, U.S. Department of Labor, that
does no more than call attention to a well-established interpretation
or principle of the Act, without applying it to a specific factual
situation. An information letter may be issued to any individual or
organization when the nature of the request from the individual or the
organization suggests that it is seeking general information, or where
the request does not meet all the requirements of section 6 or 7 of
this procedure, and it is believed that such general information will
assist the individual or organization.

.02 An *“advisory opinion” is a written statement issued to an
individual or organization, or to the authorized representative
of such individual or organization, by the Administrator of
Pension and Welfare Benefit Programs or his delegate, that
interprets and applies the Act to a specific factual situation.
Advisory opinions are issued only by the Administrator of
Pension and Welfare Benefit Programs or his delegate.

.03 Individuals and organizations are those persons described in
section 4 of this procedure.

SEC. 4. Individuals and organizations who may request advisory
opinions or information letters. .01 Any individual or organization
affected directly or indirectly, by the Act may request an information
letter or an advisory opinion from the Department.

.02 A request by or for an individual or organization must be
signed by the individual or organization, or by the authorized
representative of such individual or organization. See section
7.03 of this procedure.

SEC. 5. Discretionary Authority to Render Advisory Opinions. .01
The Department will issue advisory opinions involving the
interpretation of the application of one or more sections of the Act,
regulations promulgated wunder the Act, interpretive bulletins, or
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.02(i) Section 204 of the Act (other than sections 204(b)(1)(B),
(b)(V)(A), (C), (D), (E)), relating to benefit accrual
requirements;

.02(j) Section 205(e), relating to the period during which a
participant may elect in writing not to receive a joint and
survivor annuity;

.02(k) Section 208, relating to mergers and consolidation of
plans or transfer of plan assets;

.02(1) Section 209(a)(1), relating to whether the report
required by section 209(a)(l) is sufficient to inform the
employee of his accrued benefits under the plan, etc.

.02(m) Sections 302 through 305, relating to minimum funding
standards;

.02(n) Section 403(c)(1), relating to the purposes for which
plan assets must be held;

.02(0) Section 404(a), relating to fiduciary duties as applied
to particular conduct; and,

.02(p) Section 407(a)(2) and (3) and (c)(1), relating to fair
market value, as applied to whether the value of any particular
security or real property constitutes fair market value.

This list is not all inclusive and the Department may decline to
issue advisory opinions relating to other sections of the Act
whenever warranted by the facts and circumstances of a

particular case. The Department may, when it is deemed
appropriate and in the best interest of sound administration of
the Act, issue information Iletters calling attention to
established principles under the Act, even though the request
that was submitted was for an advisory opinion.

.03 Pending the adoption of regulations (either temporary or
final) involving the interpretation of the application of a
provision of the Act, consideration will be given to the
issuance of advisory opinions relating to such provisions of the
Act only under the following conditions:

.03(a) If an inquiry presents an issue on which the answer seems
to be clear from the application of the provisions of the Act to
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the facts described, the advisory opinion will be issued in

accordance with the procedures contained herein.

.03(b) If an inquiry presents an issue on which the answer

seems

reasonably certain but not entirely free from doubt, an advisory

opinion will be issued only if it is established to the
satisfaction of the Department, that a business emergency

requires an advisory opinion or that unusual hardship to the
plan or its participants and beneficiaries will result from
failure to obtain an advisory opinion. In any case in which
individual or organization believes that a business emergency

exists or that an wunusual hardship to the plan or its
participants and beneficiaries will result from the failure
obtain an advisory opinion, the individual or organization

should submit with the request a separate letter setting forth
the facts necessary for the Department to make a determination
deem

in this regard. In this connection, the Department will not
a “business emergency” to result from circumstances within

the

control of the individual or organization such as, for example,

scheduling within an inordinately short time the closing date
a transaction or a meeting of the Board of Directors or the

shareholders of a corporation.

of

.03(c) If an inquiry presents an issue that cannot be reasonably

resolved prior to the issuance of a regulation, an advisory

opinion will not be issued.

.04 The Department ordinarily will not issue advisory opinions
on the form or effect in operation of a plan, fund, or program
(or a particular provision or provisions thereof) subject to

Title | of the Act. For example, the Department will not issue

an advisory opinion on whether a plan satisfies the requirements

of Parts 2 and 3 of Title | of the Act.

SEC. 6. Instructions to individuals and organizations requesting

advisory opinions from the Department. .01 If an advisory opinion is

desired, a request should be submitted to: Advisory—Opintorn—Office—of

* Office of Regulations and Interpretations, Room N5669, Employee Benefits Security Administration, U.S.
Department of Labor, 200 Constitution Avenue, N.W., Washington, D.C. 20210.
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.02 A request for an advisory opinion must contain the following
information:

.02(a) The name and type of plan or plans (e.g., pension,
profit-sharing, or welfare plan); the Employer Identification
Number (EIN); the Plan Number (PN) used by the plan in reporting
to the Department of Labor on Form EBS-1 or a copy of the first
two pages of the most recent Form EBS-1 filed with the
Department.

.02(b) A detailed description of the act or acts or transaction
or transactions with respect to which an advisory opinion is
requested. Where the request pertains to only one step of a
larger integrated act or transaction, the facts, circumstances,
etc., must be submitted with respect to the entire transaction.
In addition, a copy of all documents submitted must be included
in the individual’s or organization’s statement and not merely
incorporated by reference, and must be accompanied by an anlysis
of their bearing on the issue or issues, specifying the
pertinent provisions.

.02(c) A discussion of the issue or issues presented by the act
or acts or transaction or transactions which should be addressed
in the advisory opinion.

.02(d) If the individual or organization is requesting a
particular advisory opinion, the requesting party must furnish
an explanation of the grounds for the request, together with a
statement of relevant supporting authority. Even though the
individual or organization is urging no particular determination
with regard to a proposed or prospective act or acts or
transaction or transactions, the party requesting the ruling
must state such party’s views as to the results of the proposed
act or acts or transaction or transactions and furnish a
statement of relevant authority to support such views.

.03 A request for an advisory opinion by or for an individual or
organization must be signed by the individual or organization or
by the individual’s or organization’s authorized representative.
If the request is signed by a representative of an individual or
organization, or the representative may appear before the
Department in connection with the request, the request must
include a statement that the representative is authorized to
represent the individual or organization.
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.04 A request for an advisory opinion that does not comply with
all the provisions of this procedure will be acknowledged, and
the requirements that have not been met will be noted.
Alternatively, at the discretion of the Department, the
Department will issue an information letter to the individual or
organization.

.05 If the individual or organization or the authorized
representative, desires a conference in the event the Department
contemplates issuing an adverse advisory opinion, such desire
should be stated in writing when filing the request or soon
thereafter in order that the Department may evaluate whether in
the sole discretion of the Department, a conference should be
arranged and at what stage of the consideration a conference
would be most helpful.

.06 It is the practice of the Department to process requests for
information letters and advisory opinions in regular order and
as expeditiously as possible. Compliance with a request for
consideration of a particular matter ahead of its regular order,
or by a specified time, tends to delay the disposition of other
matters. Requests for processing ahead of the regular order,
made in writing (submitted with the request or subsequent
thereto) and showing clear need for such treatment, will be
given consideration as the particular circumstances warrant.
However, no assurance can be given that any letter will be
processed by the time requested. The Department will not
consider a need for expedited handling to arise if the request
shows such need has resulted from circumstances within the
control of the person making the request.

.07 An individual or organization, or the authorized
representative desiring to obtain information relating to the
status of his or her request for an advisory opinion may do so
by contacting the Office of Regulatory Standards and Exceptions,
Pension and Welfare Benefit Programs, U.S. Department of Labor,
Washington, D.C.

SEC. 7. Instructions to individuals and organizations requesting

advisory opinions relating to prohibited transactions and common
definitions. .01 [Reserved]
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.02 [Reserved]
.03 [Reserved]

SEC. 8. Conferences at the Department of Labor. If a conference
has been requested and the Department determines that a conference is
necessary or appropriate, the individual or organization or the
authorized representative will be notified of the time and place of
the conference. A conference will normally be scheduled only when the
Department in its sole discretion deems it will be necessary or
appropriate in deciding the case. If conferences are being arranged
with respect to more than one request for an opinion letter involving
the same individual or organization, they will be so scheduled as to
cause the least inconvenience to the individual or organization.

SEC. 9. Withdrawal of requests. The individual or organization’s
request for an advisory opinion may be withdrawn at any time prior to
receipt of notice that the Department intends to issue an adverse
opinion, or the issuance of an opinion. Even though a request is
withdrawn, all correspondence and exhibits will be retained by the
Department and will not be returned to the individual or organization.

SEC. 10. Effect of Advisory Opinion. An advisory opinion is an
opinion of the Department as to the application of one or more
sections of the Act, regulations promulgated wunder the Act,
interpretive Dbulletins, or exemptions. The opinion assumes that all
material facts and representations set forth in the request are
accurate, and applies only to the situation described therein. Only
the parties described in the request for opinion may rely on the
opinion, and they may rely on the opinion only to the extent that the
request fully and accurately contains all the material facts and
representations necessary to issuance of the opinion and the situation
conforms to the situation described in the request for opinion.

SEC. 11. Effect of Information Letters. An information letter
issued by the Department is informational only and is not binding on
the Department with respect to any particular factual situation.

SEC. 12. Public inspection. .01 Advisory opinions shall be open
to public inspection at the Public Disclosure Room, U.S. Department of
Labor, 200 Constitution Avenue, N.W., Washington, D.C. 20216.

.02 Background files (including the request for an advisory
opinion, correspondence between the Department and the
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individual or organization requesting the advisory opinion)
shall be available upon written request. Background files may be
destroyed after three years from the date of issuance.

.03 Advisory opinions will be modified to delete references to
proprietary information prior to disclosure. Any information
considered to be proprietary should be so specified in a
separate letter at the time of request. Other than proprietary
information, all materials contained in the public files shall
be available for inspection pursuant to section 12.02.

.04 The cost of search, copying and deletion of any references
to proprietary information will be borne by the person
requesting the advisory opinion or the background file.

SEC. 13. Effective date. This procedure is effective August 27,
1976, the date of its publication in the Federal Register.

Signed at Washington, D.C., this 24th day of August 1976.

James D. Hutchinson

Administrator  of

Pension and Welfare Benefit Programs
U.S. Department of Labor
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The following document, which contains sample language for inclusion in a
form for a QDRO and discussion of the sample language, was issued by the
Department of the Treasury and the Internal Revenue Service in compliance
with Congressional directives contained in the Small Business Job Protection
Act of 1986, section 1457(a)(2). It appeared in Internal Revenue Bulletin
1997-2 at p. 49 (Jan. 13, 1997). This document was developed in consultation
with the Department of Labor and is reprinted here for the convenience of
the reader.
L 4 L 4 L 4 L 4

Part Ill - Administrative, Procedural and Miscellaneous
Sample Language for a Qualified Domestic Relations Order
Notice 97-11

|. PURPOSE

This Notice provides information intended to assist domestic relations attorneys, plan
participants, spouses and former spouses of participants, and plan administrators in drafting and
reviewing a qualified domestic relations order (“QDRQO”). The Notice provides sample language
that may be included in a QDRO relating to a plan that is qualified under § 401(a) or § 403(a) of the
Internal Revenue Code of 1986 (“qualified plan or “plan”) and that is subject to 8 401(a)(13). The
Notice also discusses a number of issues that should be considered in drafting a QDRO. A QDRO
is a domestic relations order that provides for payment of benefits from a qualified plan to a spouse,
former spouse, child or other dependent of a plan participant and that meets certain requirements.

A. Statutory QDRO Requirements

Section 401(a)(13)(A) of the Code provides that benefits under a qualified plan may not be
assigned or alienated. Section 401(a)(13)(B) establishes an exception to the antialienation rule for
assignments made pursuant to domestic relations orders that constitute QDROs within the meaning
of 8414(p). A “domestic relations order” is defined in 8 414(p)(1)(B) as any judgment, decree, or
order (including approval of a property settlement agreement) that (i) relates to the provision of
child support, alimony payments, or marital property rights to a spouse, former spouse, child, or
other dependent of a participant, and (ii) is made pursuant to a State domestic relations law (including
a community property law). There is no exception to the § 401(a)(13)(A) antialienation rule for
assignments made pursuant to domestic relations orders that are not QDROs.

Section 414(p)(1)(A) provides, in general, that a QDRO is a domestic relations order that
creates or recognizes the existence of an alternate payee’s right, or assigns to an alternate payee the
right, to receive all or a portion of the benefits payable with respect to a participant under a plan,
and that meets the requirements of paragraphs (2) and (3) of § 414(p). Section 414(p)(2) requires
that a QDRO clearly specify: (A) the name and last known mailing address (if any) of the participant
and of each alternate payee covered by the order, (B) the amount or percentage of the participant’s
benefits to be paid by the plan to each alternate payee, or the manner in which that amount or
percentage is to be determined, (C) the number of payments or period to which the order applies,
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and (D) each plan to which the order applies.

Section 414(p)(3) provides that a QDRO cannot require a plan to provide any type or form
of benefit, or any option, not otherwise provided under the plan; cannot require a plan to provide
increased benefits (determined on the basis of actuarial value); and cannot require the payment of
benefits to an alternate payee that are required to be paid to another alternate payee under another
order previously determined to be a QDRO. Section 414(p)(4)(A)(i) provides that a domestic relations
order shall not be treated as failing to meet the requirements of § 414(p)(3)(A) (and thus will not fail
to be a QDRO) solely because the order requires payment of benefits to an alternate payee on or
after the participant’s earliest retirement age, even if the participant has not separated from service
at that time. Section 414(p)(4)(B) defines earliest retirement age as the earlier of (i) the date on
which the participant is entitled to a distribution under the plan, or (ii) the later of (I) the date the
participant attains age 50, or (Il) the earliest date on which the participant could begin receiving
benefits under the plan if the participant separated from service.

Section 414(p)(5) permits a QDRO to provide that the participant’s former spouse shall be
treated as the participant’s surviving spouse for purposes of 88§ 401(a)(11) and 417 (relating to the
right to receive survivor benefits and requirements concerning consent to distributions), and that
any other spouse of the participant shall not be treated as a spouse of the participant for these
purposes. An alternate payee is defined under 8§ 414(p)(8) as any spouse, former spouse, child or
other dependent of a participant who is recognized by a domestic relations order as having a right
to receive all, or a portion of, the benefits payable under a plan with respect to the participant.
Section 414(p)(10) provides that a plan shall not fail to satisfy the requirements of § 401(a), 401(k) or
403(b) solely by reason of payments made to an alternate payee pursuant to a QDRO.

B. Small Business Job Protection Act of 1996

Section 1457(a)(2) of the Small Business Job Protection Act of 1996 (“SBJPA™) directs the
Secretary of the Treasury (“Secretary”) to develop sample language for inclusion in a form for a
QDRO described in § 414(p)(1)(A) of the Code and §206(d)(3)(B)(i) of the Employee Retirement
Income Security Act of 1974 (“ERISA”) that meets the requirements contained in those sections,
and the provisions of which focus attention on the need to consider the treatment of any lump sum
payment, qualified joint and survivor annuity (“QJSA”), or qualified preretirement survivor annuity
(“QPSA™). Accordingly, the Service and Treasury are publishing the discussion and sample QDRO
language set forth in the Appendix to this Notice.

Section 1457(a)(1) of the SBJPA directs the Secretary to publish sample language that can be
included in a form that is used for a spouse to consent to a participant’s waiver of a QJSA or QPSA.
This sample language for use in spousal consent forms is contained in Notice 97-10 in this Bulletin.

C. Department of Labor Interpretive Authority

Section 206(d)(3) of ERISA (29 U.S.C. § 1056(d)(3)) contains QDRO provisions that are
substantially parallel to those of § 414(p) of the Code. The Department of Labor has jurisdiction to
interpret these provisions (except to the extent provided in 8§ 401(n) of the Code) and the provisions
governing the fiduciary duties owed with respect to domestic relations orders and QDROs. Section
401(n) gives the Secretary of the Treasury the authority to prescribe rules or regulations necessary to
coordinate the requirements of 88 401(a)(13) and 414(p), and the regulations issued by the Department
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of Labor thereunder, with other Code provisions. The Department of Labor has reviewed this
Notice, including its Appendix, and has advised the Service and Treasury that the discussion and
sample language are consistent with the views of the Department of Labor concerning the statutory
requirements for QDROs. This Notice, including its Appendix, is not intended by the Service or
Treasury to convey interpretations of the statutory requirements applicable to QDROs, but only to
provide examples of language that may be (but are not required to be) used in drafting a QDRO that
satisfies these requirements.

Il. SAMPLE LANGUAGE

The Appendix to this Notice has two parts. Part | discusses certain issues that should be
considered when drafting a QDRO. Part Il contains sample language that will assist in drafting a
QDRO. Drafters who use the sample language will need to conform it to the terms of the retirement
plan to which the QDRO applies, and to specify the amounts assigned and other terms of the
QDRO so as to achieve an appropriate division of marital property or level of family support. A
domestic relations order is not required to incorporate the sample language in order to satisfy the
requirements for a QDRO, and a domestic relations order that incorporates part of the sample
language may omit or modify other parts.

The sample language addresses a variety of matters, but is not designed to address all
retirement benefit issues that may arise in each domestic relations matter or QDRO. Further, some
of the sample language, while helpful in facilitating the administration of a QDRO, is not necessarily
required for the order to satisfy the requirements for a QDRO. Alternative formulations would be
permissible for use in drafting orders that meet the statutory requirements for a QDRO.

1. OTHER SOURCES OF INFORMATION

The Pension Benefit Guaranty Corporation (“PBGC”) recently published a booklet entitled
Divorce Orders & PBGC, which discusses the special QDRO rules that apply for plans that have
been terminated and are trusteed by PBGC, and provides model QDROs for use with those plans.
This publication may be obtained by calling PBGC’s Customer Service Center at 1-800-400-PBGC or
electronically via the PBGC internet site at http://www.pbgc.gov

Additional information on the rights of participants and spouses to plan benefits can be
found in a two-booklet set published by the Service, entitled Looking Out for #2. These booklets
discuss retirement benefit choices under a defined contribution or a defined benefit plan, and may
be obtained by calling the Internal Revenue Service at 1-800-TAX-FORM, and asking for Publication
1565 (defined contribution plans) or Publication 1566 (defined benefit plans).

IV. COMMENTS

The Service invites the public to comment on the QDRO discussion and sample language
included in the Appendix to this Notice, and welcomes suggestions concerning possible additional
sample language. Comments may be submitted to the Internal Revenue Service at CC:DOM:CORP:R
(Notice 97-11), Room 5226, Internal Revenue Service, POB 7604, Ben Franklin Station, Washington,
D.C. 20044. Alternatively, taxpayers may hand-deliver comments between the hours of 8 am. and
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5 p.m. to CC:DOM:CORP:R (Notice 97-11), Courier’s desk, Internal Revenue Service, 1111
Constitution Ave., N.W., Washington, D.C., or may submit comments electronically via the IRS
Internet site at http://www.irs.ustreas.gov/prod/tax_regs/comments.html

DRAFTING INFORMATION

The principal authors of this Notice are Diane S. Bloom of the Employee Plans Division and
Susan M. Lennon of the Office of the Associate Chief Counsel (Employee Benefits and Exempt
Organizations); however, other personnel from the Service and Treasury contributed to its
development. For further information regarding this Notice, please contact the Employee Plans
Division’s taxpayer assistance telephone service at (202) 622-6074/6075, between the hours of 1:30
p.m. and 4 p.m. Eastern Time, Monday through Thursday. Alternatively, please call Ms. Bloom at
(202) 622-6214 or Ms. Lennon at (202) 622-4606. Questions concerning QDROs may be addressed
to Susan G. Lahne of the Employee Benefits Security Administration, Department of Labor, at (202)
219-7461. These telephone numbers are not toll-free.
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Appendi x

Part | of this Appendix discusses certain issues that are relevant
in drafting a qualified domestic relations order (“QDRO”). Part Il of
this Appendix contains sample language that can be used in a QDRO.
However, the discussion and sample language do not attempt to address
every issue that may arise in drafting a QDRO. Also, some parts of the
discussion are not relevant to all situations and some parts of the
sample language are not appropriate for all QDROs. In formulating a
particular QDRO, it is important that the drafters tailor the QDRO to
the needs of the parties and ensure that the QDRO is consistent with the
terms of the retirement plan to which the QDRO applies.

PART I. DISCUSSION OF QDRO REQUIREMENTS AND RELATED ISSUES

In order to be recognized as a QDRO, an order must first be a
“domestic relations order.” A domestic relations order is any judgment,
decree or order (including approval of a property settlement) which (i)
relates to the provision of child support, alimony payments or marital
property rights to a spouse, former spouse, child or other dependent of
the plan participant, and (ii)is made pursuant to a State domestic

relations law (including a community property law). A State authority
must actually issue an order or formally approve a proposed property
settlement before it can be a domestic relations order. A property

settlement signed by a participant and the participant’s former spouse
or a draft order to which both parties consent is not a domestic relations
order until the State authority has adopted it as an order or formally
approved it and made it part of the domestic relations proceeding.

The sample language in Part Il assumes that the QDRO applies to one
qualified plan and one alternate payee. If a QDRO is intended to cover
more than one qualified plan or alternate payee, the QDRO should clearly
state which qualified plan and which alternate payee each provision is
intended to address.

The terms of a qualified plan must be set forth in a written
document. The plan must also establish written QDRO procedures to be
used by the plan administrator in determining whether a domestic relations
order is a QDRO and in administering QDROs. The plan administrator
maintains copies of the plan document and the plan’s QDRO procedures.
If the plan is required under Federal law to have a summary plan description,
or “SPD,” the plan administrator will also have a copy of the SPD. The
information in these documents is helpful in drafting a QDRO. The
drafter of a QDRO may wish to obtain copies of these documents before
drafting a QDRO.
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A. IDENTIFICATION OF PARTICIPANT AND ALTERNATE PAYEE

A QDRO must clearly specify the name and last known mailing address
(if any) of the participant and of each alternate payee covered by the
QDRO. In the event that an alternate payee is a minor or legally
incompetent, the QDRO should also include the name and address of the
alternate payee’s legal representative. A QDRO can have more than one
alternate payee, such as a former spouse and a child.

The “participant” is the individual whose benefits under the plan
are being divided by the QDRO. The participant’s spouse (or former
spouse, child, or other dependent) who receives some or all of the
plan’s benefits with respect to the participant under the terms of the
QDRO is the *“alternate payee.”

B. IDENTIFICATION OF RETIREMENT PLAN

A QDRO must clearly identify each plan to which the QDRO applies.
A QDRO can satisfy this requirement by stating the full name of the plan
as provided in the plan document.

C. AMOUNT OF BENEFITS TO BE PAID TO ALTERNATE PAYEE

A QDRO must clearly specify the amount or percentage of the
participant’s benefits in the plan that is assigned to each alternate
payee, or the manner in which the amount or percentage is to be determined.
Many factors should be taken into account in determining which benefits
to assign to an alternate payee and how these benefits are to be assigned.
The following discussion highlights some of these factors. Because of
the complexity and variety of the factors that should be considered, and
the need to tailor the assignment of benefits under a QDRO to the
individual circumstances of the parties, specific sample language regarding
the assignment of benefits has not been provided in Part Il of this
Appendix.

1. Types of Benefits

In order to decide how to divide benefits under a QDRO, the drafter
first should determine the types of benefits the plan provides. Most
benefits provided by qualified plans can be classified as (1) retirement
benefits that are paid during the participant’s life and (2) survivor
benefits that are paid to beneficiaries after the participant’s death.
Generally, a QDRO can assign all or a portion of each of these types of
benefits to an alternate payee. The drafters of a QDRO should coordinate
the assignment of these types of benefits. QDRO drafters should also
consider how the benefits divided under the QDRO may be affected, under the
plan, by the death of either the participant or the alternate payee.
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2. Types of Qualified Plans

Another important factor to consider in the drafting of a QDRO is
the type of plan to which the QDRO will apply. As discussed below, the
type of plan may affect the types of benefits available for assignment,
how the parties choose to assign the benefits, and other matters.

There are two basic types of qualified plans to which QDROs apply:
defined benefit plans and defined contribution plans.

a. Defined Benefit Plans

A “defined benefit plan” promises to pay each participant a specific
benefit at retirement. The basic retirement benefits are usually based
on a formula that takes into account factors such as the number of years
a participant has worked for the employer and the participant’s salary.
The basic retirement benefits are generally expressed in the form of
periodic payments for the participant’s life beginning at the plan’s

normal retirement age. This stream of periodic payments is generally
known as an ‘“annuity.” There are special rules that apply if the
participant is married; these rules are discussed in greater detail in

section E below. A plan may also provide that these retirement benefits
may be paid in other forms, such as a lump sum payment.

b. Defined Contribution Plans

A “defined contribution plan” is a retirement plan that provides
for an individual account for each participant. The participant’s
benefits are based solely on the amount contributed to the participant’s
account, and any income, expenses, gains and losses, and any forfeitures
of accounts of other participants which may be allocated to such
participant’s account. Examples of defined contribution plans include
a profit sharing plan (including a “401(k)” plan), an employee stock
ownership plan (an “ESOP”) and a money purchase pension plan. Defined
contribution plans commonly permit retirement benefits to be paid in the
form of a lump sum payment of the participant’s entire account balance.

3. Approaches to Dividing Retirement Benefits

There are two common approaches to dividing retirement benefits in
a QDRO: one awards a separate interest in the retirement benefits to the
alternate payee, and the other allows the alternate payee to share in
the payment of the retirement benefits. In drafting a QDRO using either
of these approaches, consideration should be given to factors such as
whether the plan is a defined benefit plan or defined contribution plan,
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and the purpose of the QDRO (such as whether the QDRO is meant to provide
spousal support or child support, or to divide marital property).

a. Separate Interest Approach

A QDRO that creates a “separate interest” divides the participant’s
benefits into two separate parts: one for the participant and one for
the alternate payee. Subject to the terms of the plan and as discussed

in more detail below, a QDRO may provide that the alternate payee can
determine the form in which his or her benefits are paid and when benefit
payments commence. If benefits are allocated under the separate interest
approach, the drafters of a QDRO should take into account certain issues
depending on the type of plan.

(1) Issues Relevant to Defined Benefit Plans

The treatment of subsidies provided by a plan and the treatment of
future increases in benefits due to increases in the participant’s
compensation, additional years of service, or changes in the plan’s
provisions are among the matters that should be considered when drafting
a QDRO that wuses the separate interest approach to allocate benefits
under a defined benefit plan.

Subsidies. Defined benefit plans may promise to pay benefits at
various times and in alternative forms. Benefits paid at certain times
or in certain forms may have a greater actuarial value than the basic
retirement benefits payable at normal retirement age. When one form of
benefit has a greater actuarial value than another form, the difference
in value is often called a subsidy. Plans usually provide that a
participant must meet specific eligibility requirements, such as working
for a minimum number of years for the employer that maintains the plan,
in order to receive the subsidy.

For example, a defined benefit plan may offer an “early retirement
subsidy” to employees who retire before the plan’s normal retirement age
but after having worked for a specific number of years for the employer
maintaining the plan. In some cases, this subsidized benefit provides
payments in the form of an annuity that pays the same annual amount as
would be paid if the payments commenced instead at the normal retirement
age. Because these benefits are not reduced for early commencement,
they have a greater actuarial value than benefits payable at normal
retirement age. This subsidy may be available only for certain forms of
benefit.
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A QDRO may award to the alternate payee all or part of the
participant’s basic retirement benefits. A QDRO can also address the
disposition of any subsidy to which the participant may become entitled
after the QDRO has been entered.

Future Increases in the Participant’s Benefits. A participant’s
basic retirement benefits may increase due to circumstances that occur
after a QDRO has been entered, such as increases in salary, crediting of
additional years of service, or amendments to the plan’s provisions,
including amendments to provide cost of living adjustments. The treatment
of such benefit increases should be considered when drafting a QDRO
using the separate interest approach.

(2) Issues Relevant to Defined Contribution Plans

Investment of the amount assigned to the alternate payee when the
account is invested in more than one investment vehicle and division of
any future allocation of contributions or forfeitures to the participant’s
account are among the matters that should be considered when drafting a
QDRO that allocates the alternate payee a separate interest under a
defined contribution plan.

Investment Choices. The participant’s account may be invested in
more than one investment fund. If the plan provides for participant-
directed investment of the participant’s account, consideration should
be given to how the alternate payee’s interest will be invested.

Future Allocations. A participant’s account balance may later
increase due to the allocation of contributions or forfeitures after the
QDRO has been entered. A QDRO may provide that the amounts assigned to
the alternate payee will include a portion of such future allocations.

b. Shared Payment Approach

A QDRO may use the “shared payment” approach, under which benefit
payments from the plan are split between the participant and the alternate

payee. The alternate payee receives payments under this approach only
when the participant receives payments. A QDRO may provide that the
alternate payee will commence receiving benefit payments when the

participant begins receiving payments or at a later stated date, and
that the alternate payee will cease to share in the benefit payments at
a stated date (or upon a stated event, provided that adequate notice is
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given to the plan). In splitting the benefit payments, the QDRO may
award the alternate payee either a percentage or a dollar amount of each
of the participant’s benefit payments; in either case, the amount awarded
cannot exceed the amount of each payment to which the participant is
entitled under the plan. If a QDRO awards a percentage of the participant’s
benefit payments (rather than a dollar amount), then, unless the QDRO
provides otherwise, the alternate payee generally will automatically
receive a share of any future subsidy or other increase in the participant’s
benefits.

D. FORM AND COMMENCEMENT OF PAYMENT TO ALTERNATE PAYEE

QDRO drafters should take into account certain issues that may
arise in connection with the alternate payee’s choice of a form of
benefit payments and the date on which payment will commence.

1. Separate Interest Approach

a. Form of Alternate Payee’s Benefit Payments

A QDRO either may specify a particular form in which payments are
to be made to the alternate payee or may provide that the alternate payee
may choose a form of benefit from among the options available to the
participant. However, Federal law provides that the alternate payee
cannot receive payments in the form of a joint and survivor annuity with
respect to the alternate payee and his or her subsequent spouse.

The choice of the form of benefits should take into account the
period over which payments will be made. For example, if the alternate
payee elects to receive a lump sum payment, no further payments will be
made by the plan with respect to the alternate payee’s interest.

Any decision concerning the form of benefit should take into account
the difference, if any, in the actuarial value of different benefit
forms available under the plan. For example, as discussed above, a plan
might provide an early retirement subsidy that is available only for
payment in certain forms.

In addition, the forms of benefit available to the alternate payee
may be limited by § 401(a)(9) of the Code, which specifies the date by
which benefit payments from a qualified plan must commence and limits
the period over which the benefit payments may be made. Section
1.401(a)(9)-1, Q&A H-4, of the Proposed Income Tax Regulations addresses
the application of the required minimum distribution rules of § 401(a)(9)
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to payments to an alternate payee. The proposed regulation limits the
period over which benefits may be paid with respect to the alternate
payee’s interest. For example, the proposed regulation provides that
distribution of the alternate payee’s separate interest will not satisfy
8 401(a)(9)(A)(ii) of the Code if the separate interest is distributed
over the joint lives of the alternate payee and a designated beneficiary
(other than the participant).

b. Commencement of Benefit Payments to Alternate Payee

Under the separate interest approach, the alternate payee may
begin receiving benefits at a different time than the participant. A
QDRO either may specify a time at which payments are to commence to the
alternate payee or may provide that the alternate payee can elect a time
when benefits will commence in accordance with the terms of the plan. In
two circumstances, an alternate payee who is given a separate interest
may begin receiving his or her separate benefit before the participant

is eligible to begin receiving payments. First, Federal law provides
that benefit payments to the alternate payee may begin as soon as the
participant attains his or her earliest retirement age. Federal law

defines “earliest retirement age” as the earlier of (i) the date on
which the participant is entitled to a distribution under the plan, or
(ii) the later of (lI) the date the participant attains age 50, or (Il)
the earliest date on which the participant could begin receiving benefits
under the plan if the participant separated from service. Second, the
retirement plan may (but is not required to) allow payments to begin to
an alternate payee at a date before the earliest retirement date.

2. Shared Payment Approach

As indicated above, under the shared payment approach, benefit
payments are split between the participant and the alternate payee. The
alternate payee receives payments in the same form as the participant.
Further, payments to the alternate payee do not commence before the
participant has begun to receive benefits. Payments to the alternate
payee can cease at any time stated in the QDRO but do not continue after
payments with respect to the participant cease. As noted above, a QDRO
must state the number of payments or the period to which the order
applies.

E. SURVIVOR BENEFITS AND TREATMENT OF FORMER SPOUSE AS
PARTICIPANT’'S SPOUSE

Survivor benefits include both benefits payable to surviving spouses
and other benefits that are payable after the participant’s death.
These benefits can be awarded to an alternate payee. In determining the
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assignment of survivor benefits, QDRO drafters should take into account
that benefits awarded to the alternate payee under a QDRO will not be
available to a subsequent spouse of the participant or to another
beneficiary. QDRO drafters may consult with the plan administrator for
information on the survivor benefits provided under the plan.

A QDRO may provide for treatment of a former spouse of a participant
as the participant’s spouse with respect to all or a portion of the
spousal survivor benefits that must be provided under Federal law. The
following discussion explains the spousal survivor benefits that must be
offered under a plan, and identifies issues that should be considered in
determining whether to treat the alternate payee as the participant’s
spouse.

Only a spouse or former spouse of the participant can be treated as
a spouse under a QDRO. A child or other dependent who is an alternate
payee under a QDRO cannot be treated as the spouse of a participant.

Retirement plans generally need not provide the special survivor
benefits to the participant’s surviving spouse unless the participant is
married for at least one year. If the retirement plan to which the QDRO
relates contains such a one-year marriage requirement, then the QDRO
cannot require that the alternate payee be treated as the participant’s
spouse if the marriage lasted for less than one year.

1. Qualified Joint and Survivor Annuity

Federal law generally requires that defined benefit plans and
certain defined contribution plans pay retirement benefits to participants
who were married on the participant’s annuity starting date (this is the
first day of the first period for which an amount is payable to the
participant) in a special form called a qualified joint and survivor
annuity, or QIJSA. Under a QJSA, retirement payments are made monthly
(or at other regular intervals) to the participant for his or her
lifetime; after the participant dies, the plan pays the participant’s
surviving spouse an amount each month (or other regular interval) that
is at least one half of the retirement benefit that was paid to the
participant. At any time that benefits are permitted to commence under
the plan, a QJSA must be offered that commences at the same time and that
has an actuarial value that is at least as great as any other form of
benefit payable under the plan at the same time. A married participant
can choose to receive retirement benefits in a form other than a QJSA if

the participant’s spouse agrees in writing to that choice.
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2. Qualified Preretirement Survivor Annuity

Federal law generally requires that defined benefit plans and
certain defined contribution plans pay a monthly survivor benefit to a
surviving spouse for the spouse’s life when a married participant dies
prior to the participant’s annuity starting date, to the extent the
participant’s benefit is nonforfeitable under the terms of the plan at
the time of his or her death. This benefit is called a qualified
preretirement survivor annuity, or QPSA. As a general rule, an individual
loses the right to the QPSA survivor benefits when he or she is divorced
from the participant. However, if a former spouse is treated as the
participant’s surviving spouse under a QDRO, the former spouse is eligible
to receive the QPSA unless the former spouse consents to the waiver of
the QPSA. If the spouse does not waive the QPSA, the plan may allow the
spouse to receive the value of the QPSA in a form other than an annuity.

3. Defined Contribution Plans Not Subject to the QJSA or QPSA
Requirements

Those defined contribution plans that are not required to pay
benefits to married participants in the form of a QJSA or a QPSA are
required by Federal law to pay the balance remaining in the participant’s
account after the participant dies to the participant’s surviving spouse.
If the spouse gives written consent, the participant can direct that
upon his or her death the account will be paid to a beneficiary other
than the spouse, for example, the couple’s children.

4. Alternate Payee Treated as Spouse

A QDRO may provide that an alternate payee who is a former spouse
of the participant will be treated as the participant’s spouse for some
or all of the benefits payable upon the participant’s death, so that the
alternate payee will receive benefits provided to a spouse under the
plan. To the extent that a former spouse is to be treated under the plan
as the participant’s spouse pursuant to a QDRO, any subsequent spouse of
the participant cannot be treated as the participant’s surviving spouse.
Thus, QDRO drafters should consider the potential impact of designating
a former spouse as the participant’s spouse on the disposition of survivor
benefits among the former spouse and any subsequent spouse of the
participant, as well as the impact on children or any other beneficiaries
designated by the participant in accordance with the terms of the plan.
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In determining the portion of the participant’s benefits for which
the alternate payee is treated as the spouse, the drafters should take
into account the manner in which benefits are otherwise divided under
the QDRO. In particular, consideration should be given to whether the
formula for dividing the participant’s benefits for this purpose should
be coordinated with the formula otherwise used for dividing the benefits.

Under a defined benefit plan, or a defined contribution plan that
is subject to the QJSA and QPSA requirements, to the extent the former
spouse is treated as the current spouse, the former spouse must consent
to payment of retirement benefits in a form other than a QJSA or to the
participant’s waiver of the QPSA. For example, in a defined benefit
plan, the participant would not be able to elect to receive a lump sum
payment of the retirement benefits for which the alternate payee is
treated as the participant’s spouse unless the alternate payee consents.
Similarly, the former spouse’s consent might be required for any loan to
the participant from the plan that is secured by his or her retirement
benefits. In a defined contribution plan that is not subject to the QJSA
and QPSA requirements, to the extent the QDRO treats the former spouse
as the participant’s spouse under the plan, the survivor benefits under
the plan must be paid to the former spouse unless he or she consents to

have those benefits paid to someone else.

F. TAX TREATMENT OF BENEFIT PAYMENTS MADE PURSUANT TO A QDRO

The Federal income tax treatment of retirement benefits is governed

by Federal law, and a QDRO cannot designate who will be liable for the
taxes owed when retirement benefits are paid. For a description of the
tax consequences of payments to an alternate payee pursuant to a QDRO,
see Internal Revenue Service Publication 575, Pension and Annuity Income.
A local IRS office can provide this publication, or it may be obtained by
calling 1-800-TAX-FORM.

PART Il. SAMPLE LANGUAGE FOR INCLUSION IN QDRO

A. SAMPLE LANGUAGE FOR IDENTIFICATION OF PARTICIPANT AND
ALTERNATE PAYEE

The “Participant” is [insert name of Participant]. The Participant’s

address is [insert Participant’s address]. The Participant’s social
security number is [insert Participant’s social security number].
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The “Alternate Payee” is [insert name of Alternate Payee]. The

Alternate Payee’s address is [insert Alternate Payee’s address]. The
Alternate Payee’s social security number is [insert Alternate Payee’s
social security number]. The Alternate Payee is the [describe the

Alternate Payee’s relationship to Participant] of the Participant.

B. SAMPLE LANGUAGE FOR IDENTIFICATION OF RETIREMENT PLAN

This order applies to benefits under the [insert formal name of
retirement  plan] (“Plan™).

C. AMOUNT OF BENEFITS TO BE PAID TO ALTERNATE PAYEE

Instruction: The QDRO should clearly specify the amount or
percentage of benefits assigned to the Alternate Payee or the
manner in which the amount or percentage is to be determined,
and the number of payments or period to which the Order applies.
There are many different forms in which benefits may be paid
from a qualified plan. Because of the diversity of factors
that should be considered, and the need to tailor the assignment
of benefits under a QDRO to meet the needs of the parties
involved, specific sample language regarding the assignment of
benefits has not been provided. See the discussion in Part |
for further information.

D. SAMPLE LANGUAGE FORFORMAND COMMENCEMENT OFPAYMENT TO
ALTERNATEPAYEE

Instruction: Drafters using the separate interest approach may
use paragraph 1. Drafters using the shared payment approach may
use paragraph 2. Drafters using the separate interest approach

for a portion of the benefits allocated to the alternate payee
and the shared payment approach for the remainder should modify
the sample language to specify the benefits to which each paragraph
provided below applies.

1. Separate Interest Approach

The Alternate Payee may elect to receive payment from the Plan of
the benefits assigned to the Alternate Payee under this Order in any
form in which such benefits may be paid under the Plan to the Participant
(other than in the form of a joint and survivor annuity with respect to
the Alternate Payee and his or her subsequent spouse), but only if the
form elected complies with the minimum distribution requirements of §
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401(a)(9) of the Internal Revenue Code. Payments to the Alternate Payee
pursuant to this Order shall commence on any date elected by the Alternate
Payee (and such election shall be made in accordance with the terms of
the Plan), but not earlier than the Participant’s earliest retirement
age (or such earlier date as allowed under the terms of the Plan), and
not later than the -earlier of (A) the date the Participant would be
required to commence benefits under the terms of the Plan or (B) the
latest date permitted by 8 401(a)(9) of the Internal Revenue Code. For
purposes of this Order, the Participant’s earliest retirement age shall
be the earlier of (i) the date on which the participant is entitled to a
distribution under the Plan, or (ii)the later of (1) the date the
Participant attains age 50, or (IlI) the earliest date on which the
Participant could begin receiving benefits under the plan if the Participant
separated from service.

2. Shared Payment Approach

The Alternate Payee shall receive payments from the Plan of the
benefits assigned to the Alternate Payee under this Order (including
payments attributable to the period in which the issue of whether this
Order is a qualified domestic relations order is being determined)
commencing as soon as practicable after this Order has been determined
to be a qualified domestic relations order or, if later, on the date the
Participant commences receiving benefit payments from the Plan. Payment
to the Alternate Payee shall cease on the earlier of: [insert date or
future event, such as the Alternate Payee’s remarriage], or the date

that payments from the Plan with respect to the Participant cease.

E. SAMPLE LANGUAGE FOR TREATMENT OF FORMER SPOUSE AS
PARTICIPANT’'S SPOUSE

Instruction: The  Alternate Payee may be treated as the
Participant’s spouse only if the Alternate Payee is the
Participant’s spouse or former spouse, and not if the Alternate
Payee is a child or other dependent of the Participant.

If the Alternate Payee is the Participant’s spouse or former
spouse, drafters may select sample paragraph 1, sample paragraph
2, or sample paragraph 3. Sample paragraph 1 applies if the
Alternate Payee is treated as the Participant’s spouse for all
of the spousal survivor benefits payable with respect to the
Participant’s  benefits under the Plan. Sample  paragraph 2
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if the Alternate Payee is treated as the Participant’s

for a portion of the spousal survivor benefits payable
respect to  the Participant’s  benefits under the  Plan.

paragraph 3 applies if the Alternate Payee is not treated
Participant’s spouse for any of the spousal survivor
payable with respect to the Participant’s benefits

the Plan.

Alternate Payee Treated as Spouse For All Spousal Survivor Benefits
Alternate Payee shall be treated as the Participant’s spouse
Plan for purposes of 88 401(a)(11) and 417 of the Code.
Alternate Payee Treated as Spouse For a Portion of the Spousal
Survivor Benefits

Alternate Payee shall be treated as the Participant’s spouse
Plan for purposes of 8§ 401(a)(11) and 417 of the Code with
[insert percentage of benefit or a formula, such as a formula
the benefit earned under the plan during marriage].

3. Alternate Payee not Treated as Spouse

The

Alternate Payee shall not be treated as the Participant’s

spouse under the Plan.
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